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The March of the News 


IN NATIONAL AFFAIRS 


ARM legislation advanced a step at the spe- 

cial session of Congress last week when 
the House passed a measure designed to con- 
trol production and stabilize prices of cotton, 
wheat, corn, tobacco and rice. This legislaNon 
is No. 1 on the President’s program. 


Little resemblance exists between the House 
bill and the so-called “farm bill” with which 
the Senate grappled all week—the third one— 
without a vote. About the only thing the two 
bills have in common is a provision for a boun- 
ty to farmers for controlling production. Some- 
thing entirely different may emerge finally 
from the deliberations of the two Houses but 
it seems agreed that the final bill will mean a 
subsidy to farmers of at least half a billion 
dollars. 


Passage of the farm bill clears the way in the 
House for consideration this week of the No. 2 
measure on the special session agenda—the 
wages and hours bill already passed by the 
Senate. Seeking to allay opposition the House 
Labor committee voted last week to amend the 
measure by providing for administration by one 
man in the Department of Labor instead of the 
Senate bill’s five-man board. 


HOPE OF LOWER TAXES FADES 

Any hope of tax revision at the waning 
special session to aid business was completely 
dispelled last week as the House Ways and 
Means sub-committee continued slow work on 
the bill intended for House consideration in 
February. Chairman Doughton also blasted hope 
of business men for complete repeal of the un- 
distributed profits tax, saying the committee is 
convinced the principles of the tax are sound. 
However, the House has power to overrule the 
recommendation. 


Proposals for Federal taxation of the salaries 
of State, county and city employes—which had 
been considered to replace revenue lost through 
modification of the undivided profits tax—were 
abandoned by a House committee after a Su- 
preme Court decision to the effect that a State 
cannot tax salaries of federal employes and vice 
versa. 


THE PLIGHT OF THE RAILS 


Further evidence that business should not ex-' 


pect immediate remedial action from the gov- 
ernment was given when the I. C. C. denied a 
petition from the railroads for permission to 
make a 15 per cent freight rate increase at 
once. Immediate action was said to be neces- 
sary to save some of the roads from bankruptcy 
because of a sharp decrease in revenues. The 
petition was not denied entirely but notice was 
given that it had to be given orderly considera- 
tion. 


President Roosevelt, at a press conference, | 


described the railroad situation as the most dif- 
ficult the government faces. He said the first 
responsibility was on the I. C. C. to find a solu- 
tion. 


There are two problems, said the President, 
one was financial, the other was competition. 
Consolidations of roads might be the answer 
to the second problem. He emphasized that 
the government did not want to take over the 
railroads but that it wanted to help the lines 
out of their difficulty so they could operate— 
and keep solvent. 


RECESSION—”NO COMMENT” 


The President would not be led into any com- 
ment on the general business situation at either 
of his two press conferences. Told by a re- 
porter at the first conference that the business 
recession was getting worse, as a preface to an 
inquiry as to what the government intended to 
-do about it, Mr. Roosevelt described the premise 
as an “assumption.” Asked at the second con- 
ference to comment on the business situation as 
he sees it, the President merely said he could 
not do that extemporaneously. 


Increase in unemployment, due partly to the 
slump and partly to winter decline in industrial 
activity, caused Administrator Hopkins to an- 
nounce that 350,000 persons would be added to 
WPA work relief rolls. Latest reports showed 
1,575,000 persons on work relief. 


Mr. Hopkins said the additional workers could 
be taken care of out of funds already appro- 
priated but Representative Ellenbogen (Dem. 
Pa.), introduced a bill for an additional relief 
appropriation of half a billion dollars, saying 
that funds already provided would not be suf- 
ficient for all relief needs to next July. 


Hearings on the Administration's housing 
bill were completed by the Senate Banking and 
Currency committee, which may mean Senate 
consideration following passage of the farm 
bill. 


+. 


| NOW ON DEPOSIT 
| FOR 22 STATES 
| FUND FOR 

UNEMPLOYED: 


440,000,000 


nemployment Coripensation—A Backlog 


eady For More Than 11,500,000 Workers 


+ 


NEMPLOYMENT insurance, America’s first 

widespread’ program to ‘protect. workers 
against losing their jobs, comes into being just 
at a time when the need for it is increasing. 

In 22 States and the District of Columbia 

11,500,000 workers on Jan. 1 will have the com- 
forting assurance that if they are thrown out 
of employment they will not have to depend en- 
tirely on their own resources to carry them un- 
til they find new jobs. 
‘ If any of these workers are stricken by the 
growing plague of unemployment—and _ its 
spread in recent months has been even more 
rapid than was the case after 1929 when the 
depression set in which eventually was to affect 
about half of the families in the United States 
—they may draw from money deposited to their 
credit in a special trust fund in the Federal 
Treasury. 

Amounts contained in the “deposit boxes” of 
each State where the unemployment compen- 
sation system goes into effect on Jan. 1 are 
shown in the pictogram on this page. Except 
in Wisconsin, where payments to unemployed 
have been made since last July, no money has 
been taken from the unemployment trust fund 
for these States which the Treasury estimates 
will total 440 million dollars at the beginning of 
next year. 

For the last two years employers of eight or 
more persons have been giving a part of their 
pay rolls (in some States the workers are re- 
quired to contribute also) to be drawn against 
when part of the jobs are lost in a time of busi- 
ness recession. 

During 1938 payments will be begun from the 
unemployment trust fund deposits of seven 
more States. Indiana and Mississippi start dis- 
bursements April 1; Iowa and South Carolina 
in July; Idaho in September; New Mexico and 
Oklahoma in December. By July, 1939, all 
the States will have begun payments, bringing 
an estimated 21 million workers under the sys- 
tem. 


AN AVERAGE CASE 

Here is how unemployment insurance works 
out in most of the States, although there are 
variations, for each State has its own law. 

Bill Smith, a worker in a shoe factory, loses 
his job. 

Immediately he goes to the nearest State Em- 
ployment Service office where he registers for 
work, submits full information concerning his 
abilities, his experience and job preference, and 
files a claim for unemployment insurance. « 


Ariz. 


Vt. 


$1,800,000 | 


$1,300,000 | 
N.H. Me. 


An unemployed person cannot qualify for 
benefits unless he has worked 13 to 26 weeks in 
the preceding year, the period varying accord- 
ing to the State law. 

Worker Smith does not get his unemploy- 
ment compensation right away. For a period 
varying from two to four weeks, again accord- 
ing to the State; he is put on the waiting list. 

During that period the Number One objective 
of the unemployment insurance system, as the 
officials of the Social Security Board put -it, 
comes into play. Every resource of the em- 
ployment office is used to find Worker Smith a 
job. 


WHEN BENEFITS BEGIN 


If Bill Smith is still without a job at the end 
of the waiting period and has shown that he 
works in an industry covered by the unemploy- 
ment insurance system and meets the other re- 
quirements as to the length of time he was em- 
ployed during the preceding year, he will be 
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+ given his first benefit check. The check in 
most States will be for half his former full-time 
weekly wage but not for more than $15 weekly; 
it will not be for less than $5 weekly or three- 
fourths of the former weekly wage, whichever 
is less. 

A check of this size will be mailed for a 
maximum of 14 to 16 weeks during any year 
period, the precise number depending on the 
worker’s earnings or length of employment dur- 
ing the qualifying period. 

Ohio is attempting to speed up its system so 
that it can start payments at the first of the 
year, too, although it cannot meet the require- 
ment of the Social Security Act that a State 
must have collected unemployment insurance 
funds for two years before making payments. 

Governor Martin L. Davey, of Ohio, headed a 
delegation which met last week with the Social 
Security Board to discuss the possibility of 
starting the Ohio system ahead of scheduled 
time., The Board agreed to take steps to see if 
this could be done and, if necessary, to ask Con- 
gress to amend the Social Security Act to make 
the procedure possible, but it pointed out that 
it would be extremely difficult to set up a sys- 
tem immediately in Ohio which could carry on 
administrative functions efficiently: 

Worker Smith, with the money he gets will 
be able to maintain himself and his family for 
several months. 

If during that time he does not find a job, 
the second line of defense against unemploy- 
ment comes into operation and he is given an 
opportunity to go on relief. 


PALLIATIVE, NOT A REMEDY 

Admittedly the system is not designed to 
combat a long-range depression cycle such as 
that following 1929. 

At best, unemployment insurance, Social Se- 
curity Board officials explain, can only give em- 
ployed workers security for short periods which 
normally would be adequate for them to find 
new work. 

Now, in a period of what is believed to be a 
short-term business recession which may end 
by next spring or early summer, unemploy- 
ment insurance is being counted upon to lessen 
the relief burden which might otherwise have 
been thrown on the country and to give a pri- 
mary fillip to recovery. 

For the individual worker, existence of the 
system will eliminate the former rapid descent 
from lay-off, to job-hunting, then to exhaus- 
tion of family savings, then to debt and finally 
to poverty-stricken resort to the relief rolls, 
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A LOOK AHEAD—FUTURE TRENDS 


aes moves and plans to combat 


the new depression do not include any large 
scale Federal spending program. 


Emphasis will continue to be placed for the 
time being at least on ways to induce private 
finance and private industry to take over, 


The President has been informed that the re- 
cent precipitate decline in the price of raw mae 
terials and in the rate of industrial production 
now is approaching a resting place. His ad- 
visers believe that the deflation can be checked 
near this point by careful injection of new pure 
chasing power. 


A step-up of 350,000 in the number of persons 
on WPA, adding $23,000,000 a month to pays 
Another is the order 
to Government purchasing agents to speed 
orders for goods to meet the needs ofthe next 
six months. A third move is the drive under 
way to set up administrative machinery for 
disburstng unemployment insurance in 22 States 
after Jan. 1. 


HOARDED GOLD IN RESERVE 


In event of a renewed downturn the Admin- 
istration probably would consider some new in- 
flationary move. 


rolls, is one such move. 


From important planning quarters of the Gov- 
ernment comes the following reminder: This 
Government has scarcely scratched the surface 
of its currency issuing power or its power to 
utilize its metal reserves or its profits from 
past devaluation. An appraisal of what lies 
ahead requires that an observer keep in mind 
the potentialities of spending that lie in the 
Treasury and the Reserve banks, 


There is $1,200,000,000 in the sterilized gold 
fund that could be released for use without 
adding to the total public debt. 


There is $417,000,000 of silver bullion laying 
in the Treasury at cost value of around 50 cents 
an ounce that could be coined and used on the 
basis of $1.29 an ounce. 


There is $393,000,000 of profit from previous 
coinage of silver that could be utilized by the 
Treasury. 

Congress is about to get into “production.” 
Actual grinding in the legislative mills should 
start soon after opening of the regular session. 
Outlook now is about as follows: 

Alterations of the tax on the undistributed 
part of corporation earnings will fall short of 

e emasculating that tax and will leave somewhat 


[Continued on Page 3.] 
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The United States News 


December 13, 1937 


—Harris & Ewing 
OFF TO LONDON TOWN? 
‘Joseph P. Kennedy, chairman of the Maritime Com- 
mission former head of the SEC, is reported to be 
named American Ambassador to the Court of St. 
James, succeeding Ambassador Bingham, now in 
this country undergoing medical examination. 
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The Railways’ Plight: 
New Moves for Aid 


No immediate rate raises. Heavy 
slump in revenues, soaring costs. 
Two major problems. 


F a man owes $1,000 but earns only enough to 
pay interest to his creditor on $500, what should 
be done? 

Or, if a railroad owes $200,000,000 but earns only 
enough to pay interest on half that amount, what 
can or should ba done about it? 

The problems are analogous, in the expressed 
view of President Roosevelt. Discussing the rail- 
road’s plight he said, last week, the Government 
did not want to take over their operation. But it 
was obvious, he added at once, that railroads in 
receivership could not be operated that way in- 
definitely. To questions about what wotild be done, 
he responded by asking: What would you do? 

First responsibility for planning a way out rests 
with the Interstate Commerce Commission. Even 
as Mr. Roosevelt reviewed the situation with Chair- 
“man Jesse H. Jones of the Reconstruction Finance 
‘Corporation, and later with the press, the Com- 
mission was hearing arguments on the railroad's 
petition for increased freight and passenger rates. 


QUICK INCREASES DENIED. 


Revenues have dropped so precipitately in the 
current recession that rail spokesmen asked the 
Commission to authorize higher charges immedi- 
ately, lest it be impossible much longer “to con- 
tinue the present character of transportation serv- 
ice.’ The request was denied, making it appear 
likely that no action may be had until late winter 
or early spring. 

Figures presented by the railroads in support of 
their plea have impressed officials like Chairman 
Jones, who said either they “must get more income 
or we must subsidize them.’ He took up at the 
White House the matter of more loans to one or 
two roads especially hard hit. He emphasized later 
that “subsidizing must stop at some point.” 

The President indicated he was looking ahead to 
that indefinite point in the hope that the I. C. C. 
meanwhile could formulate a plan which might 
avoid its being reached. 


TWO BIG PROBLEMS 


The objective should be retention of private 


management and ownership along with solvency, 
he said, and difficulties in the way are: 


Overcapitalization—Where traffic cannot sup- 
port the full bonded indebtedness of a road, what 
to do? The bonds are held by widows and orphans 
as well as insurance companies, he reminded, im- 
plying that the effects of a consequential write- 
down of railroad bond values on the national econ- 
omy needed to be considered. 


Competition—Many instances of burdensome 
competition exist. The country, in Mr. Roosevelt’s 
opinion, gradually is coming to support consolida- 
tions and elimination of trackage where one road 
might serve the community adequately, or the bulk 
of traffic could be handled on highways. 

Asked about Government subsidies to support the 
existing capital structure, the President said the 
practice would work toward “state socialism.” The 
railroads in that respect appear to him no different 
from oil companies, cotton mills or other private 
enterprise. 


SOARING EXPENSES 


Testimony before the I. C. C. by J. H. Parmelee, 
director of the Bureau of Railway Economics, illus- 
trated what the roads are up against. “Cost of op- 
eration (including materials, wages and taxes) dur- 
ing the past four years have risen,” he said, “while 
the average level of freight charges and passenger 
fares has declined. Annual operating costs are to- 
day approximately $665,000,000 greater than in 1933, 
while revenue is less by more than $200,000,000 than 
it would be if carried at the average rates of 1933.” 

To the surprise of some interested parties, repre- 
sentatives of water lines and of truckers indicated 
in the hearing that they would not seek to benefit 
from any rate increases granted the railroads by 
Offering advantageous competitive rates, but, in- 
Stead, would want ‘their charges to shippers raised 
accordingly. Another development encouraging to 
the rails was the decision by the Southern Gov- 
ernors’ Conference to withdraw its petition for in- 
vestigation of Southern rates, due to the downward 
trend in earnings. 

Questions asked by members of the I. C. C. sitting 
at the hearings indicate they will consider the na- 
tional economic situation in arriving at a conclu- 
Sion. Care has been taken as usual, however, not to 
foreshadow what that conclusion might be. 
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THE 


INSIDE OF NATIONAL AFFAIRS—PREVIEWS 


OF DEVELOPMENTS THAT MAKE TOMORROW'S NEWS 


IRST tabulations of returns 
from the voluntary unem- 
ployment registration are show- 
ing a much larger total of unem- 
ployed than was expected, caus- 
ing Government statistical ex- 
perts to repeat their prediction 
that the count would not provide 


an accurate index. 


The Works Progress Admin- 
istration is prepared again to in- 
crease its projects in line with 
mounting unemployment. Ques- 
tions about abandonment of the 
attempt to make the $1,500,000,- 
000 appropriation last until July 
1, as required by law, are left un- 
answered. If and when neces- 
sary, WPA officials will suggest 
amendment of the Act and a sup- 
plemental appropriation. Some 
would prefer to have Congress 
move in that direction on its 


own, however. 
x * 


Any new Government spend- 
ing program will be financed at 
first by de-sterilizing more than 
$1,200,000,000 of gold against 
which bonds already have been 
issued. That much could be 
spent without adding to the na- 


tional debt. 
* 


More attention is being given 
hostilities in the Orient and war 
talk in Europe at the White 
House and State Department 
than is apparent on the surface. 


x * 


Red tape and administrative 
routine is not to he permitted to 
cause a long delay in starting 


+ 


the payment of unemployment 
insurance funds in the 21 States 
and the District of- Columbia 
where the unemployment insur- 
ance system goes into effect after 
the first of the year. Plans are 
being made to s/ash red tape, and 
if necessary omit some of the 
regular routine to get the flow of 
purchasing power started 
quickly. 


x 


Inflationists within the Treas- 
ury have an eye on nearly $500,- 
)00,000 worth of silver bullion 
that could be coined into about 
a billion silver dollars. Their 
argument is that use of this sil- 
ver would more than justify the 
silver purchase program of re- 
cent years. 


= 


One of the problems which 
will face the State unemploy- 
ment insurance systems which 
start Jan. 1, Social Security 
Board officials predict, will be a 
demand for Jarger benefit pay- 
ments. 


x * 


Joseph P. Kennedy was prom- 
ised a cabinet post during the 
1936 campaign or since then. No 
vacancies occurred to allow ful- 
fillment, and his selection to be 
Ambassador in London followed. 


The Administration is con- 
vinced the “fear complex” has 
gone too far in business. Offi- 
cials feel that while conditions 
are bad, pessimism has become 
exaggerated. This accounts for 


+ 


a recent comment at the White 
House that a reporter's question 
about conditions growing worse 
contained an assumption. Some 
reporters mistakenly quoted the 
President as saying the existence 
of a recesSion was an assump- 
tion. Corrections in the press 
followed. 
xk * 


The real tax program of the 
Administration will not be an- 
nounced until after January 1, 
due to a desire not to cause se//- 
ing of securities to take profits 
or establish losses for tax pur- 
poses at this time. There may be 
a statement of policy on the un- 
distributed corporate surplus tax 
before then, however. 


x ® 


Support of the O'’Mahoney- 
Borah bill for Federal incorpo- 
ration is conditioned in some in- 
fluential Administration quarters 
on elimination of the /abor sec- 
tions. 

x * 


Harry L. Hopkins threatened 
to resign at a suggestion from 
the President that the Govern- 
ment should return to direct re- 
lief of unemployement, with 
grants-in-aid to states and state 
administration of the relief. He 
re-sold Mr. Roosevelt on the idea 
of work relief for the employ- 
ables. 

* 


An Army-sponsored sales talk 
on new armaments as the next 
pump-priming venture designed 
to bolster heavy industry in a 
hurry is making important con- 


verts inside the Administration 
and Congress. 
x 


Members of the House Ways 
and Means Committee have been 
surprised by Treasury estimates 
— still confidential — that show 
extremely small revenue returns 
from the first year of the surtax 
on undistributed corporation 
profits. Experts figure that the 
existing law proved relatively 


unproductive. 
x * 


Some important members of 
the Cabinet are cooling toward 
the White House on the ground 
of instability of policy and sharp 
shifts of direction that leave 
these Cabinet members out on a 
limb. 


Henry A. Wallace wants the 
whole question of farm legisla- 
tion to go over until the regular 
session of Congress where more 
time would be available to work 
out a control plan. The Secre- 
tary of Agriculture prefers lim- 
iting farm control to existing 
plans rather than to take either 
the Senate or House version of 
control, 


& 


Division heads in Government 
departments busy themselves 
with one hand pre-ordering sup- 
plies to last until July 1, so the 
spending now can help business; 
while using the other to pare 
here and cut there on appropria- 
tions to be requested for the 
next fiscal year to help budget 
balancing. 
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A CHAT WITH MR. LANDON—CONGRESSIONAL TANGLES 
AND BUSINESS WOES—THE CHIEF ON THE "GRIDIRON’ 


~ anybody hit me on the jaw, I’d resent it,” 4 


grinned Franklin Delano Roosevelt to 
solicitous press correspondents. 

No sooner was he back in the White House 
after a curtailed fishing cruise than he was sub- 
jected to a severe verbal mauling at the hands of 
the same solicitous gentlemen of the press. Not 
a twitch of facial muscles, not a wiggle from His 
up-ended cigarette holder as his inquirers 
probed for news on diplomatic shift8, the 
tangled legislative scene, the impasse in labor, 
the “assumption” of a worsening recession in 
business, 

Need had the President of good health as he 
mulled over problems which plagued both his 
Houses of Congress. For one thing, he found 
on his return Congressional rebels battering his 
special session program with climatic attacks 
on his farm bill, with formal moves immediately 
to revise taxes to aid business, with moves by 
the A. F, of L. to substitute a new wage-hour 
proposal, 


Need had the Presi- 


dent of a poker face as 
NEW-DEALER FOR he refused comment on 


Frank, early New Deal “braintruster” was 
scheduled for a berth on the SEC. Mr. Frank 
was nominated for the post a few days later. 
No comment had Mr. Roosevelt to rumors that 
his Ambassador to Germany, William Dodd, 
had resigned, would be replaced by seasoned 
diplomat Hugh Wilson, present Assistant Sec- 
retary of State. No comment would the Presi- 
dent make to reports that his Ambassador to 
the Court of St. James’s, Robert Bingham, had 
tendered his resignation, would be replaced by 
seasoned financier Joseph Kennedy. 

No comment would the President make on 
the business situation as he saw it, slyly edging 
from the request with the remark that it would 
take him until 3 o’clock in the afternoon to do 
it. Gladly would his audience have waited for 
such a revelation. Gladly would his audience 
have agreed to wait in his office until 4:30 just 
to watch the play of facial expressions as the 
President greeted caller Alf M. Landon. To 
questioners as he emerged from his “purely 


CHOOSES VETERAN 


—Harris & Ewing 
BUSINESS AS USUAL 
President Roosevelt as he appeared arriving back 
at the National Capital to take up the threads of 
national affairs where he left off before setting out 
on his fishing cruise—which he had to curtail. 


social” visit, the Kansan had nothing to add to 
his I-will-not-run-in-1940 statement, except, “I 
think I’ve done enough talking for the day.” 

He relented a moment later and said, “I was 
glad to see the President looking so well. He 
told me about his tooth and we also talked about 
bandages and how they were made under the 
NRA code. The President thought I had all 
the best of it not having his job.” 

Both Mr. Roosevelt and Mr. Landon seemed 
determined to save their breath for chortling at 
the lampooning they received during the semi- 
annual dinner of the Gridiron Club. 

Talk and plenty of it, however, had the Presi- 
dent during the week with his legislative and 
financial aides. Early in the week, in response 
to a suggestion from the press that the busi- 
ness recession was getting worse, Mr. Roose- 
velt tartly replied that the statement was only 
an assumption and besides he didn’t want to 
have his hands tied. 

Relieved was dental surgeon Arthur Yando 


+ when his cruising charge returned to the White 


House, permitted him to X-ray the nation’s most 
featured jaw, found that simple cleansing with 
medicated solutions would suffice. Minus the 
usual coat of tan he acquires under tropic suns, 
the President appeared as fit as any fiddle could 
be expected to be after 4 years of plucking at 
the hands of “his fellow citizens.” 

Vice President John Nance Garner was 
amused at the President’s “Private, but not too 
confidential” note on the occasion of a venison 
dinner—piece de resistance being the carcass 
of “Bessie”, the sad-eyed deer bagged during 


Mr. Garner's Pennsylvania hunt. Wrote the 
President. 


“Dear Jack: 

at tonight you an 

FOND MEMORIES 24 members of the Sen- 

ate are attending the funeral of my old friend 

Bessie. ... 

“It makes me feel so choky when I think of 
her untimely demise that I do not think that I 
could attend the funeral service tonight even if 
I have been invited... .” 

Less amused during the week was New York 
City’s Mrs. John King Roosa, Jr., possessor of 
President Roosevelt’s old telephone number. 
Swamped with calls from practical jokers after 
publicity in the newspapers, she decided to 
leave town for the week-end—had the phone 
company disconnect the wire. 

Little disturbed was the President at Rep- 
resentative Clare E, Hoffman’s caustic, “These 
presidential vacations are getting to be some- 
thing of a habit in times of trouble... He 
acts something like a small boy around the 
Fourth of July. He sets the match to the fire 
cracker and then runs away.” 

Little chance will Mr. Roosevelt have to 
dodge the festivities arranged for the White 
House Christmas. 
filled with his children’s children. will send 
bubbling laughter through the mansion more ac- 
customed to the grave tones of Administration 
aides, the suave tones of gold-braided diplomats, 
the heckling tones of an inquisitive press, 
Derek Fox 


FINAL SERVICE 


Dances, dinners and a house’ 


4 


—Harris & Ewing 
PRESIDENT’S “SOCIAL CALLER” 
Alf. M. Landon payed a short social call at the 
White House, chatted with the President about 
teeth and what happened to bandages under the 
NRA codes. 
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A Battle of Tactics 
Over Wage-Hour Bill 


_Democratic split and its repercus- 
sions. Divided labor groups. 
One-man control. 


ESPITE their unprecedented nominal majority, 

Democratic leaders in the House have invoked 
a seldom-needed strategy to promote the chances 
for enactment of wages and hours legislation at 
this session. A meeting of more than 100 “loyal” 
Democrats, at which the plan was decided on last 
week, illustrates how conditions have changed since 
the 1936 elections returned 331 Democrats and 89 
Republicans. 

Confidence, which prevailed among the party 
managers on the labor standards issue when the 
75th Congress first met, apparently has given way 
to uncertainty. They see their ranks divided in a 
way to threaten fulfillment of this platform plank. 
Two principal steps have been taken to counter 
the threat. 

First, the Labor Committee voted, 9 to 6, to offer 
on the floor this week amendments which would 
alter the Senate bill in vital respects. If these are 
adopted, one effect may be to have the bill re- 
drafted in a conference between committees of the 
two branches. 

Second, leaving nothing to chance, supporters of 
the regulation principle organized informally to 
make sure they would be adequately represented 
on the floor throughout the debates. They evi- 
dently were fearful that recalcitrant Democrats 
otherwise might band with Republicans in a way 
to emasculate or delay the bill. 


SOUTH’S OBJECTIONS 


As passed by the Senate, administration of the: 
proposed law would be left to a five-member board. 
Southern Representatives objected to the broad 
discretion vested in the board, contending its de- 
cisions could be unfairly prejudicial to industrial 
growth in their section. They were able to tie up 
the measure, as altered somewhat by the Labor 
Committee, until 218 members signed a petition to 
force it from the Rules Commiitee to the floor. 

Conflicting versions of arguments used to Ob- 
tain the required number of signatures on the pe- 
tition are given by Representatives especially in- 
terested. Some say it was understood that the pro- 
vision for an administrative board would be re- 
tained; others, that the bill’s sponsors agreed be- 
forehand to center the authority in the Depart- 
ment of Labor, as desired by Secretary Perkins. 

Another complication arose when the American 
Federation of Labor suggested that a flat minimum 
wage of 40 cents an hour and a maximum work 
week of 40 hours be required by law. Since the 
Committee for Indust@al Organization favom ‘the 
present bill, the A. F. of L. action divided the House 
ranks normally receptive to the wishes of organized 
labor. 

Also, organized business got its back up against 
any and all forms of Federal wage and hour legis- 
lation. In substance, principles advocated by the 
National Association of Manufacturers and by a 
committee of the United States Chamber of Com- 
merce are in accord. — 

The Association said: 

“The practical problems of employment relations 
—the handling of complaints and grievances and 
questions of wages, hours and working conditions— 
can best be met by management dealing with its 
own employes in the light of local plant and com- 
munity conditions.” 

Letters from members and units of both organ- 
izations poured into the Capitol day after day. One 
possible vehicle, for the opposition to unite on, was 
presented in a resolution by Representative Bacon 
(Rep.), of New York, for appointment of a special 
commission to study the problem and report to 
Congress at the regular session. 


COMPROMISE SOUGHT 


Leading members of the Labor Committee indi- 
cated they would argue for the amendments as of- 
fering a “middle ground” for compromise. The 
administrator, under their proposal, would be em- 
powered to institute wage and hour standards in 
industries where such action was proved warranted, 
Committees representing capital, labor and the con- 
sumers would recommend the standards after tak- 
ing into consideration living costs, the reasonable 
value of services rendered, local economic condi- 
tions and similar factors. 

The administrator, however, could reject the 
recommendations and order further study if he saw 
fit. Here, according to some opponents, is a major 
fault. They plan to contend it places too much 


power in one man’s hands, and represents uncon- 
Stitutional relegation of legislative authority. It 
is with the intention of voting down such objec- 
tions, if possible, that the Democratic leaders have 
urged their followers to keep in constant attend- 
ance during consideration of the bill. 
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LOOK AHEAD 


[Continued From Page 1.) 


CLASHING CROP CONTROL PLANS: WHAT THEY MEAN 


« 3 + 


Voluntary vs, compulsory sys- 


+ things he bought or through taxes 


that he paid. 

It all starts with the idea that 
Farmer Jones and his fellow farmers 
are entitled to a price for the main 


+ acres than on more acres that are 


run down and not carefully farmed. 
Out of that experience have come 
big crops and prices that many 


+ 


Senate its plan does not call for a ¢ part having to do with crops that + the position of the old Farm Board 


rigid scale of loans or for “parity 
payments” that could force the Gov- 
ernment to spend a large amount of 


must compete in foreign markets, 
like wheat and cotton, and the 
other with crops that are almost en- 


with huge quantities of wheat and 
cotton and corn on its hands, then 
Mr. Wallace would turn to market- 


a farmers think are unsatisfactory. money to protect farmer income. | tirely consumed inside the country, | ing quotas. In the case of market- 
more than the principle intact. toms. Sr. Wallace's ideas. crops they have to sell that will pro- So the House would permit the Like the Senate, however, the House | like corn. ing lctehgai every farmer, whether 
P Bonuses and quotas. Con- vide them with the same proportion | Government to make price-fixing depends upon compulsory quotas to To start, with the Secretary— | cooperator or not, would be forced to 

Income from tax-exempt se- gress’ tangle. of the national income that they or | loans at levelé to be determined by _ bolster prices and thereby to protect | going along with the House—wants | limit the amount of his crop that he 


curities will remain exempt from 
taxation to the present extent. 


Chances are Still less than 50-50 
that Congress will approve proc- 
essing taxes to provide the $200,- 
000,000, to $350,000,000 needed to 
finance the coming new farm 
program. 


Chances are better than even 
that Congress will vote to devote 
a big slice of customs revenue to 
finance new farm program. 


Corporation income will be 
called upon to bear a Jarger share 
of the cost of government made 
necessary by modifications to be 
made to undistributed profits tax 
and by new farm program. 


New farm controls will be de- 
termined in a conference commit- 


BOUT a quarter of this nation’s 

population finds its livelihood on 

the farm. The millions ot families 

making up this quarter had been 
feeling pretty good until recently. 


Prices of the things that the farms 
produced were rather satisfactory. 
Crops were bountiful. Then the 
Government in Washington was dis- 
tributing about $500,000,00C to those 
who wanted to give part of their 
land a rest. It had $130,000.000 more 
to use in buying up surplus products 
to distribute to the poor in the cities 
and $55,000,000 to ease the burden 
of interest payments on farm debt. 

When to these sums were added 
the $115,000,000 being expended by 
the Department of Agriculture on its 
regular activities, the $125.000,000 for 
loans and gifts to the poorer farm- 
ers and about $150,000,009 for pros- 
pective price-fixing loans on cot- 
ton and corn, it looked as if agri- 


their predecessors received back in 
the period from 1910 to 1914. This 
is what has become Known as a 
“parity price” or, more broadly, 
“parity income.” 

But to get that parity price or 
parity income requires a lot of 
Governmental machinery. 


MACHINERY BY CONTRACT 


How much is shown by a brief 
description of what the Senate 
wants to do. Following is that de- 
scription. 

First of all, if Farmer Jones is a 
commercial grower of wheat or corn, 
he would be offered a contract to 
sign in which he would agree to hold 
down his plantings of those crops 
to a point low enough to keep sup- 
plies at “normal.” In return for 
this contract the Government would 
promise some important things. 

For Contract-Signer Jones there 
would be a promise of a price-fixing 
loan that would guarantee him a 


the Secretary of Agriculture and 
then would jump right away into 
the use of quotas, if two-thirds of 
voting farmers approved, in an ef- 


fort to bolster prices by limiting the | 


income and it makes no special pro- 
vision to protect foreign markets. 
Henry Wallace thinks that both 
the Senate and the House go too far 
in compelling farmers to do things. 


to use the machinery of the existing 
soil conservation act to get about 
$500,000,000 worth of production con- 
trol. In other words, Farmer Jones 
and his neighbors would be paid for 
taking land out of cotton and corn 
and wheat and putting it into grass 
and alfalfa. 

If that is not enough to keep sup- 
ply in balance with demand on the 
basis of a moderately satisfactory 
price, Mr. Wallace favors price-fix- 
ing loans—placed low enough so that 
American wheat and cotton could 
compete on a price basis with for- 
eign wheat and cotton. The Secre- 
tary of Agriculture insists on a policy 
that will enable American farmers 
to meet the terms of foreign farm- 
ers. 


BOLSTERING THE INCOME 


Then, to make sure that this -will 
not mean, impoverishment of the 
cotton and wheat growers of the 


could sell pending a readjustment 
of supplies and of prices. 


Such, in a general way, is the 
summary of the conflicting farm 
control ideas. 


FORCE A LAST RESORT 

All are based upon the premise 
that agriculture in this country— 
other than dairying—has been sacri« 


ficed so that industry might have its 
protective tariff system. The reason 
that an important part of agricul- 
ture has been sacrificed is that 
farmers must sell their wheat and 
cotton on a world price basis and 
tonations that have difficulty buy- 
ing from this country because our 
tariffs make payment difficult. Then 
there is the further argument that 
American industry, back of its tariff 
wall, has built up monopoly controls 
over price and production that cane 
not be duplicated by the indivi- 
dualistic farmers. 


tee between the two Houses. culture were pretty well taken care | minimum income and: then, in ad- | oe oe * United States, noemeere ——— So Government steps in to com- 
of. | dition, there would be a promise of favors what he calls tariff-equiliza- pensate for the advantages that the 
Wage and hour legislation also But then, when cotton prices 4 “parity payment” that would bring | A FAMILIAR ROLE—UNCLE SAM THE “CHECKMASTER” tion” or “parity” payments—to bol- | tariff and the corporate form of or- 


will be worked out in conference 
and will be moderate in its provi- 
sions. 


If any action is taken on Gov- 
nerment reorganization and crea- 
tion of new planning authorities 
it will be Jate in regular session. 
Both are now very much in the 
background. 


dropped from 14 cents a pound to 
7's cents, corn from $125 a bushel 
to 54 cents and wheat frecm $1.50 a 
bushel to 90 cents the billion dol- 


lars of Federal aid did not look so big. 


A cry went up that the time had 
come again when Government 
should “help the farmer.’ 

So a committee of Senators went 
out into farming regions of the 
country and sought to find what it 


this iacome up to or near to a pros- 
perity level. The size of the loan 
and of the additional payment out 
of the United States Treasury would 
depend‘on how low prices.had fallen 


in the regular markets. Similarly, | 
City-Man Smith | 


the amount that 
would have to fork’over either in the 


form of the price he paid for food or | 


in the form of some kind of tax, 
would depend upon the markets. 


. yprorend like this were common during the heyday of the check 
disbursing period of the AAA. With bounties to farmers once 


more in the legislative limel} 


cht, the check facilities of the Govern- 


ment will probably be called into play again on a grand scale. 


amount available for market. But 
before quotas could be considered 
this plan calls for building up an 
“ever-normal-granary” surplus of 
corn, cotton and wheat. 


He believes that neither provides 
a way to protect vital foreign .mar- 
kets and he is concerned about the 
absence from each bili of any 
method to raise the funds that will 


| ster income. 


tax on cotton. 


The money for these 
payments -would come from a 20 
cents a bushel processing tax on 
wheat and a 3 cents a pound process- 
He would call 
these “tariff equalizing taxes” in- 
stead of processing taxes, so that the 
public could be reminded that the 
troubles of wheat and cotton farmers 
stem in important part from the 
fact that they must buy in a tariff 


ganization give to many of the other 
key industries of the country. 

Debate is about the form of Gov- 
ernment help. 


There are two general approaches. 


One is on Me basis of using money 


to induce farmers to accept controls 
that the Government thinks neces- 
sary. The other is on the basis of 
compelling farmers, through control 
over marketing in intérstate com- 


, tected domestic market and sell ' 

, ‘ ‘ The point is that Farmer Jones Once this surplus had been ac- be needed to put either into effect. | PTO merce, to do what the Government 
Housing bill will be enacted, was that farmers wanted. While on the basis of an unprotected 

ossibl t th ial i they still were gathering ideas, | woud hes uncome re- | cumulated as a result of Govern- But if he had to world market 

possibly a special session, gardiless. Official estimates are that other. the Secretary ‘of Agriculture 


probably amended to permit in- 
surance provision for Joans on in- 
dustrial machinery and equip- 
ment. Little or no chance for 
bill to include insurance for loans 
on household equipment, such as 
electric refrigerators. 


The fate of the next fiscal year's 
budget now carries only academic 
interest. Any budget offered by 
the President in January will rest 
on an undetermined business sit- 
uation, the character of which 
cannot be determined accurately 
at this time. 


The only certainty is that Mr. 
Roosevelt will stress possible 
savings that continuation of the 
recession would upset. 


Resistance of Congress to sharp 
economy moves is shown by re- 
action to President’s proposal 
to reduce highway expenditures. 
Another example is proposal to 
cut down the CCC which also is 
»pposed because the CCC siphons 
money out to Congressional dis- 
tricts. 


Reform influence will guide the 
newly filled SEC. Appointments 
of the past week throw control 
to the liberal side with Chairman 
Douglas, Robert E. Healey and 
Jerome Frank providing a ma- 
jority. 

This means a stronger policy 
toward regulations of securities 
exchanges and of utility holding 
companies. 


| 


President Roosevelt called Congress | 


back to Washington to get to work 
immediately on a new plan for pro- 
tecting agricultural income. 


VARIANCES IN PLAN 


Ever since November 15 the Sen- 
ate and the House have been wres- 
tling with the problem of what to do 
for the farmer. 

The Senate idea of what ought to 
be done is radically different from 
the House idea. The ideas of Henry 
Wallace, Secretary of Agriculture, 
are disregarded by both the Senate 
and the House. President Roose- 
velt’s reminder that some way will 
need to be found to pay for which- 
ever idea is finally accepted is re- 
ceiving scant legislative considera- 
tion. 

Out of this situation has developed 
a maze that has Senators, Repre- 
sentatives, Mr. Roosevelt, Mr. Wal- 
lace, AAA officials and the public 
almost equally bewildered. 

The immediate task is to lead 
Farmer Jones and City-Man Smith 
through this maze to some degree 
of understanding of what it is that 


Congress is talking about and why | 


it is that the bill that went through 
the House and the one going through 
the Senate will be relatively impor- 
tant until a select committee of both 


Houses finally works out the new. 


plan for 
farmer.” 

A good starting point is in the 
Senate. 

Senators are prepared to put the 
national government into the life of 
Farmer Jones in a big way. In re- 
turn, Mr. Jones would be assured 
a good income so long as he con- 
tinued to farm and this income 
would be guaranteed by City-Man 
Smith either through the price of 


“doing something for the 
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it might take a billion dollars a year 
to give that assurance. Yet the Sen- 
ate nas shown little interest in 
specifying where that billion would 
be found. 

Only contract signers would be 
entitled to get these loans and pay- 
ments but even so, Senators think, 
there would be many farmers who 
might turn down the contracts and 
take their chance on getting a satis- 
factory income from growing as 
much as they wanted to grow. This 
is particularly true of farmers in the 
low-cost areas who can grow cotton 
at a profit for nine cents a pound 
and wheat at a profit at 50 cents a 


bushel. The fact that other farmers 


need 12 cents a pound on cotton and 
90 cents a bushel on wheat to let 
them exist is of little concern to 
those low-cost producers. 

The result is that the Senate plans 
to reach this group by setting up 
“marketing quotas.” 


VOTES BEFORE QUOTAS 


If there is the prospect of even a 
normal supply of wheat, cotton or 
corn, the Government would ask 
growers whether or not they wanted 
quotas established. If not more than 
one-third voted against quotas, then 
Farmer Jones and all of his neigh- 
bors would be told by a Government 
agency exactly how many bales of 
cotton or how many bushels of 
com and wheat they might send to 
market. Cooperators and non-co- 
operators alike would be affected by 
these quotas. 

But what if a farmer should se!) 
more than he was told by the Gov- 
ernment that he could sell? In that 
event he would pay a penalty equal 
to 75 per cent of the value of the 
excess sent to market and to collect 
that penalty the United States Dis- 
trict Attorney would move against 
him in a United States District 
Court. The idea of the Government 
prosecuting a farmer for selling too 
much is not popular in many quar- 
ters. 

The Senate plan falls back heavily 
on compulsion. It calls for the Gov- 
ernment to spend a lot of money 
guaranteeing the. income of Farmer 
Jones and other cooperators and 
gives little consideration to City- 
Man Smith or to the foreign mar- 
kets on which wheat and cotton and 
tobacco farmers are so dependent. 


ment price-fixing loans, then Farmer 
Jones would be told how much he 
could send to market, and if he dis- 
obeyed the Government and sent to 
market more than its officials told 
him he could send, he would. be 
taxed two cents a pound. on cotton 
or 15 cents a bushel on wheat. 

Like the Senate, the House makes 
no provision for raising money to 
finance its program, but unlike the 


would take the House bill. 


WALLACE IDEAS ON METHODS 


His own views of wnat ougnt to-be 
done by Government at this stage to 
provide agriculture with machinery 
to deal with its problems are clearly 
set out by him. 

Mr. Wallace would divide any 
farm program into two ‘parts, one 


Up to this point the whole Wal- 
lace plan would be voluntary. Farmer 
Jones could take it or leave it, de- 
pending on whether or not he felt 
that he gained more by a coopera- 
tive venture than by going along on 
his own, 

But, in the event that the program 
outlined above did’ not protect farm 
income and left the Government in 


The Senate and the House both 
use more compulsion than the 
Roosevelt Administration thinks is 
wise and neither provides for rais- 
ing money that would be necessary 
to cover the costs of the part of the 
program based upon subsidies. 

And what the Supreme Court will 
think of whatever-plan finally gets 
through Congress is another whole 
story in itself. 
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SOIL YIELD IMPORTANT 


Members of the House have no 
such ambitious plan of control. 

The proposal of that branch is 
that the AAA first try to get along 
with the existing soil conservation 
act with its half billion dollars. This 
act enables the AAA to pay Farmer 
Jones and other farmers to divert 
a portion of their acres from corn 
and cotton and wheat and other 
soil-depleting crops to crops like 
grass and clover and alfalfa that 
build up the soil. The result is some 
production control. 

Experience of tne past year shows, 
however, that farmers can grow 
more on fewer carefully cultivated 
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With the Committees: 
New Laws in Making 


Revision in labor bills. Delay in 
housing legislation. Regional 
planning under discussion. 


T IS the beginning of the end of the Congress 

special session. 

It is a time when party whip and spur are brought 
into play, when Administration leaders at both ends 
of the Capitol fight for the remnant of the badly 
shattered White House program. Their one hope 
—and just a hope—is the farm bill, but that meas- 
ure, like the wages and hours bill, has dimming 
prospects as the session draws toward pre-Christ- 
mas adjournment. 


Labor 

The Wages and hours bill, passed by the Senate, 
will undergo considerable revision. It will be called 
up, under the “motion to discharge” calendar, for 
consideration in the House Dec. 13. The House 
Committee on Labor agreed to try to amend it to 
provide governing committees comparable in one 
respect to the code authorities under the invalidated 
NRA, and ‘to favor a $10,000 a year administrator 
in place of the five-man administrative board in 
the Senate bill. 


Housing 

Speaker Bankhead, of the House, expressed im- 
patience with delay in housing legislation. Among 
witnesses at the House Banking and Currency Com- 
mittee hearings were Abner Ferguson, chief counsel 
of the Federal Housing Administration, who re- 
vealed the FHA is studying possible amendments 
designed to bring about uniform foreclosure fees 
to avoid “outrageous costs” under some State laws. 
Martin Bodfish, executive vice president of the 
United States Building and Loan League, Chicago, 
challenged the wisdom of permitting FHA to insure 
loans up to 90 per cent of the cost of low cost homes. 

Chairman Eccles, of the Federal Reserve Board, 
testifying before the Senate Committee on Banking 
and Currency, said the bill was not a panacea for 
economic ills and that greater inducement than so 
far proposed might be necessary to attract private 
capital to the President’s housing program. He 
said the business recession already has made it dif- 
ficult to balance the budget. He suggested two al- 
ternatives to attract private capital. one that 3 per 
cent debentures which FHA would issue should be 
exempt from taxation, and the other to increase 
the proposed 5 per cent interest rate. 

A rate that would average 514°- with insurance 
would give the investor only about 3!2 per cent re- 
turn after servicing and taxes are subtracted, which, 
he explained, is too little to compete, for instance, 
with tax-exempt Government bonds. Mr. Eccles 
suggested that leaders of business and labor ought 
to recognize the need for reduction of costs, the 
advantage of an annual wage over a high hourly 
wage for labor. 

Clarence Woolley, chairman of the American 
Radiator & Standard Sanitary Corporation, told 
the Senate committee that adoption of the Presi- 
dent’s recommendations for amending the housing 
ing act would make for broad and sound business 
recovery. 


Taxes 

While the House Ways and Means subcommittee 
on taxes was holding daily executive sessions, it 
abandoned all thought of taxing the salaries of 
State and municipal employes or of levying on 
the interest from tax-exempt securities. It tenta- 
tively agreed to eliminate the right of a non-resi- 
dent alien spouse to file a joint return and dis- 
cussed various other proposed revenue matters, for 
consideration in 1938. 


Power 

The President’s regional planning program is 
still on the ways in the House Committee on Rivers 
and Harbors, for report next January. J. Spencer 
Smith, president of the New Jersey Board of Com- 
merce, who said he represented Governor Hoffman, 
testified last week that the program is an “effective 
step” toward Government control and operation of 
all utilities and natural resources. He character- 
ized the plan as “the most destructive, dangerous 
and far-reaching legislation that ever threatened 
the stability of our form of government.” Mr. 
Smith said his State is officially opposed to the re- 
gional planning program. “It would centralize nat- 
ural resource control under Government bureau- 
crats, would violate State rights and tax one com- 
munity to develop a competing locality,” he 
charged. 


Shipping 

The Senate Committees on Labor and Commerce 
and House Committee on Merchant Marine are con- 
sidering recommendations made by Maritime Com- 
missioner Chairman Kennedy. Before the Senate 
Committee, in joint session, Mr. Kennedy advocated 
legislation to put the regulation of maritime labor 
troubles under the National Mediation Board, and 
reiterated the Maritime Commission should take 
over jurisdiction of overseas air transport. 

Before the House committee, Consolidated Aircraft 
Corporation’s chief engineer and vice president, I. M. 
Laddon, and its assistant to the president, E. N. 
Gott, favored putting transoceanic flying under 
the Maritime Commission. So did John E. Slater, 
executive vice president of American Export Lines, 
who added a recommendation for subsidies to build 
airboats. Before a House committee, Edgar F. 
Luckenbach, New York, president of the Lucken- 
bach Steamship Line, advocated a law to prohibit 
subsidized vessels in intercoastal service. 


Railroads 


Before the Senate Interstate Commerce Commit- 
tee, President J. G. Luhresen, of the Train Dis- 
patchers Association, advocated the Neely bill for 
a 6-hour day for dispatchers. General Solicitor J. 
C. Fort, of the Association of American Railroads, 
opposing it, declared it would cost the railroads 
$3,000,000 a year. Mark W. Potter, former ICC 
Commissioner, charged the railroads, in the mat- 
ter of coordination, are more inefficient than any 
other industry except the bituminous coal indus- 
try and that unless the railroads showed greater 
cooperation Government ownership is inevitable, 


| tedden eating contest was staged in the House restaurant to 
settle the controversy over which State—Idaho or Maine—raises 
the best “spuds.” Left photo shows Rep. Brewster of Maine, Speaker 


Race. 
‘ 


THE GREAT WAR OF “SPUDS” IN CONGRESS 


Bankhead, Rep. White of Idaho, and Secretary of Agriculture Wallace. 
Photo right shows. Senator Borah of Idaho, Vice President Garner and 
Senator Pope of Idaho. 


POT 


BES 


—Harris & Ewing 


The contest resulted in a tie vote. 


a 


VICTORY FOR CROP CONTROL—CHRISTMAS GIFTS 
FOR LEGISLATORS—SPEEDING THE WAGE BILL 


5) 


Delay for tax revision. Plans for aid 
to housing. Clash over neutrality 
policy. 


alae only a fortnight of the special session 

left, both houses of Congress spent most 
of last week droning on in debate over the first 
item of the President’s four-point program for 
the session. It was the third week of delibera- 
tion on the crop-control bill in the Senate and 
the second week in the House. 

But by dint of special prodding and mar- 
shalling of majority votes to beat down unac- 
ceptable amendments, leaders managed to bring 
the House bill to a 267 to 130 victory before 
adjournment was taken over the week-end. 

The bill had an eleventh-hour narrow escape 
when a margin of only nine votes saved it from 
being sent back to committee for reconsidera- 
tion, on motion of Representative Andresen 
(Rep.), of Minnesota, representing a corn bloc 
demand for mandatory corn loans. 


There was dramatic tenseness during the roll | 


call on the recommitta! motion as Committee 
Chairman Jones (Dem.), of Texas, and. other 
leaders buttonholed waverers and rounded up 
absentees to stave off what at first looked like 
defeat for the bill. For recommittal were lined 
up not only the corn bloc but also many South- 
ern members. 


The latter were displeased by the dairy bloc . 


victory in securing approval of the Boileau 
amendment, that would prevent benefit payments 
to farmers who used retired crop acreage for 
pasturing dairy herds or growing feed crops. 
Chairman Jones hopes to eliminate this feature 
in joint conference committee. | 

The Administration beat down attempts to 
exempt wheat from compulsory marketing 
quotas. Also defeated was an effort to require 
that the administrative personnel under the act 
be selected by the merit system. 

Unexpectedly slow progress in plowing 
through controversial features of the farm leg- 
islation left leaders doubtful whether a com- 
pleted bill, agreed to by both houses, could be 
delivered to the White House before Christmas. 
Since the two bills differ widely in many par- 
ticulars, a struggle will come in joint confer- 
ence committee to reconcile divergent features. 
Administration spokesmen on both sides of the 
Capitol frankly conceded that the holidays were 
likely to find the legislation deadlocked in con- 
ference. (See special article on the farm bills, 
Page 3.) 


With its farm bill out 


NEXT IN HOUSE: the way, the House 
; will take up item No, 2 


REVISION LIKELY on the President’s pro- 


gram, the wages and hours bill. Here, too, joint 
conference committee action will be necessary, 
because even if the wage-hour bill gets through 
the House in the next week or so, it is certain 
to emerge in a form much different from the 
Black-Connery measure which the Senate passed 
last summer. 

Backstage maneuvers to solidify support for a 
revised version of the wage-hour bill went on 
last week in preparation for opening of House 


WAGE-HOUR BILL 


+ battle on the 


subject. Speaker 
(Dem.), of Alabama; Majority Leader Rayburn 
(Dem.), of Texas, and Majority Whip Boland 
(Dem.), of Pennsylvania, addressed a caucus 
urging a united stand for the bill. Mr. Boland 
especially impressed the need of full attendance 
of supporters in the House to thwart appre- 
hended obstructive tactics. Speaker Bankhead’s 
appearance at the caucus was regarded as part 
of an Administration attempt to allay Southern 
opposition to the measure. 

As agreed to by tne House Labor Committee 
last week, the bill would provide for adminis- 
tration of wage-hour control by a single admin- 
istrator attached ta the Department of Labor, 
instead of by a five-man board, as proposed in 
the Black-Connery bill. 

The American Federation of Labor plan for 
a flat minimum wage of 40 cents an hour and a 
40-hour week, without differentials for various 
industries and localities, is embodied in a bill 
introduced by Representative Dockweiler 
(Dem.), of California, that he will seek to have 
substituted for the revised committee bill. 
Southern members especially, however, are op- 
posed to such a measure, which would not permit 
lower labor standards for their section. 

Reflecting a Republican viewpoint that ill-di- 
gested wage-hour legislation should not be 
hastily adopted, Representative Bacon (Rep.), 
of New York, last week introduced a resolution 
seeking to provide for a Federal commission 
study of the whole problem of labor standards 
in industry as a basis for scientifically framed 
legislation. 


PROGRAM OF AID With the wheels really 


FOR’ HOUSING TO moving, under the wage- 

| hour bill, that at first was 
BE SPEEDED UP stalled by the Rules Com- 
mittee, Congress leaders also are hoping for 
early committee reports on legislation to effectu- 
ate recommendations of the President's special 
message on Federal aid to a speeded-up building 
program, as a means to stimulate recovery from 
the current economic slump. 

As a challenge to the President's press con- 
ference statement that he favored tax revision 
“just as soon as Congress is ready,” a bill for 
immediate retroactive repeal of the undis- 
tributed profits tax and for modification of the 
capital gains tax was introduced in the House 
last week by Representative Treadway (Rep.), 
of Massachusetts. His bill had approval of Re- 
publican members of the Ways and Means Com- 
mittee and was put forward pursuant to Republi- 
can Caucus action demanding immediate tax re- 
lief as an encouragement to business. 

Majority leaders saw no chance, however, that 
tax revision would come at this session. Mean- 
while a Ways and Means Subcommittee is study- 
ing tax-modification proposals to be brought in 
at the regular session. 

Foreign affairs entered House discussion last 
week when a resolution by Representative Case 
(Rep.), of South Dakota, seeking to, have the 
President answer questions as to why he had not 
invoked the Neutrality Act in the Sino-Japanese 
conflict, was tabled. (See “Tide of World Af- 
fairs,” page 11.) : 

Sharp charges that the New Deal had brought 
about “disintegration of the civil service’ despite 
“ardent lip service of. Mr. Roosevelt” to the 
merit system ideal were aired in the House by 
Rep. Rogers (Rep.), of Massachusetts, who de- 


Bankhead * clared that of 278,177 new Federal employes 


given jobs under the Roosevelt Administration, 
all but 23.2 per cent were political appointees, 
outside the merit system. 


Proposal to introduce features of the British 
cabinet system in the United States was sup- 
ported in a House speech by Rep. Maverick 
(Dem.), of Texas, who argued for the privilege 
of Cabinet members to partitipate directly in 
Congress proceedings. | 


If action was slow and opinions divided on 
major legislative projects, there was alacrity and 
almost unanimity of action in both houses on 
one matter of business last week. Warmed by 
the glow of the approaching Yule season, Con- 
gress with a burst of the Christmas giving spirit, 
convinced itself that there is a Santa Claus. 


In fact, Congress played 


SANTA CLAUS TO Santa Claus to itself in a 
way to assure that not a 


OWN MEMBERS single member's sock will 
dangle empty on Christmas morning. Into 
each will be stuffed substantial sums, running as 
high as $2,000 and, in all, aggregating $225,000 
in the form of travel mileage allowances. 


CONGRESS PLAYS 


Since the special session presumably will 
end not later than Dec. 22 and the regular ses- 
sion will begin Jan. 3, probably a majority of 
the members, living at a distance, will be un- 
able to visit their homes in the interval between 
the two sessions. But, by unanimous vote in the 
Senate and by a 327-37 vote in the House, they 
insisted on their prerogative of collecting mile- 
age allowance at the rate of 20 cents a mile both 
ways. Members living on the West Coast, most 
of whom will be unable to go home, thus will 
collect a Christmas “bonus” of $1,200 apiece. 
The delegate from Hawaii will draw $2,051. 
Vice President Garner's share will be $807. 
Others will cash in in proportion, depending 
on the distances they live from Washington. 

The Senate voted the $225,000 allowance with- 
out debate. Some opposition developed in the 
House, but the leadership there steamrollered 
the resolution through. Representative Taber 
(Rep.), ranking minority member of the Ap- 
propriations Committee, was sharply critical of 
Congress taking the quarter million of mileage 
money when the special session, he said, had 
been futile in offering any action to help relieve 
the business slump. 

“We have accomplished nothing,” chimed in 
Representative Bacon, who thought, “it ill be- 
hooves us to adjourn on the 22nd of December, 
just before Christmas, having in mind hundreds 
of thousands of men who will be out of work 
during the Christmas season.” 

“This resolution speaks for itself,” declared 
Representative Taylor (Dem.), of Colorado, the 
Appropriations Committee chairman, who 
steered it through under suspension of the 
rules—and whose share of the mileage allowance 
amounts to $866. 

Representative Taber’s demand for a roll call 
was denied, so that the 37 who voted against 
the Christmas “bonus” were unrecorded objec- 
tors. Off the floor, Representative Woodrum 
(Dem.), of Virginia, indicated he had opposed 
the resolution in committee as incompatible 
with the economy talk in which members in- 
dulge, and as out of step with the President’s at- 
tempts to balance the budget by cutting down 
unnecessary expenses. 


away. 


Farm ‘Dictatorship’: 
Senate Debates It 


Powers for Secretary of Agriculture. 
Referendum methods. Constitu- 
tional issue. 


ONGRESS debate on the new farm legislation 

4 has developed many points of disagreement. 
In the Senate, alleged lagk of adequate provision 
for farmers’ referendums on crop control came in 
for special consideration. How would referenda 
be taken? Would they be fair, or subject to po- 
litical manipulation? Attacked and defended was 
the proposal to give the Secretary of Agriculture 
blanket authority to prescribe methods of conduct- 
ing votes of the farmers on whether they should 
be bound by crop control programs. Excerpts from 
the debate: 

SENATOR VANDENBERG (Rep.), of Michigan: I am 
opposed to the pending farm bill because it is an 
impossibly complicated measure which delivers five 
major crops to the dictatorial control of the Sec- 
retary of Agriculture and leaves these farmers 
largely at the mercy of his exploded scarcity 
schemes. ... The bill adroitly pretends to provide 
for crop restrictions on a purely voluntary basis. 
But in net effect it actually provides for compulsory 
crop restrictions which, under certain circum- 
stances, a minority of farmers can impose upon 
the majority and make them like it. Thereupon 
the farmer has little or nothing left to say about 
when, where, or what he shall plant on his own 


THE REFERENDUM: HOW TAKEN? 


SENATOR BoraH (Rep.), of Idaho: The authors of 
this measure ... ought to give further consideration 
to the question of a referendum.... 


A day or two since I received a letter from a 
farmer in upper New York in which he said that 
on the referendum up there with reference to po- 
tatoes, out of some 200 potato raisers only nine 
men in the county voted, and he gave the reasons 
why that was so. They did not want to be recorded 
against it ... although they were; so they stayed 
. There ought to be some real protection on 
the question of referendum. ... How shall the 
vote be taken and how shall the farmers’ views be 
ascertained? ... 

SENATOR McGILL (Dem.), of Kansas: I assume 1t 
will be done very much as it was done under the 
former Bankhead Cotton Act. We have no way of 
setting up machinery in advance for conducting an 
election throughout the various States with ref- 
erence to the question.... 


Referenda of this character have been taken un- 
der former programs....I never heard of any com- 
plaint with reference to the manner in which those 
referenda were conducted or that the farmer was 
not given a fair opportunity to express himself... 


SENATOR BoraH: - Then the Senator has not heard 
all the facts. ... Unless there is some degree of 
secrecy about the matter, some protection in that 
respect, I do not think any real referendum can be 
taken. ... 


AN EXAMPLE FROM IOWA 


SENATOR VANDENBERG: As nearly as I can dis- 
cover, there is not a line in the bill which fixes the 
character of the referendum. It is to be entirely 
and exclusively in the control of the Secretary of 
Agriculture. The referendum may be held in mass 
meetings. ...The*referendum may be taken through 
a canvass by county agents. ...Iam about to read 
to the Senate a letter which I received this morn- 
ing from an Iowa farmer Jndicating precisely how 
that phase of the situation may operate....I read: 


“Under the election held over the State that year we 
were not favorable to a continuation of the program 
and voted against it. The voting places were usually 
at a school in the center of each township. The of- 
ficial for the township called at my office with a bal- 
lot asking me to vote for it. and he would take my 
ballot to the election to save my making a trip. I 
told him I was not favorable to the program, and my 
reasons. His question then was: ‘Do you want to vote 
me out of a job.’ 

“This was the appeal to the farmers, and these 
township members were active in their solicitation 
of votes, not so much for the proposition as for them- 
selves to be continued in office. I do not know how 
many people actually attended or, rather, went to 
the polling place ta vote, but I was informed that 
more than half of the votes cast were brought there 
by the township representative.” 


I submit that it is utterly incongruous in a de- 
mocracy that a man who has a job at stake in 
respect to a referendum should collect half the 
votes and cast them.... 


SENATOR BaRKLEY ‘Dem.), of Kentucky: It is 
hard to coneeive how anyone’s job under the De- 
partment of Agriculture, that of a county agent or 
of anybody else, would depend upon the conduct 
of a referendum... . 

SENATOR Norris (Ind.), of Nebraska: I would not 
want to condemn the entire system on the basis of 
a letter of an anonymous person.... 


PROTECTING THE BALLOTING 


SENATOR VANDENBERG: I do not think I shall 
identify the person, because I have had some ex- 
perience with respect to correspondents who have 


had some rather unhappy reprisals result. . . . This 
bill depends upon a referendum for its equity and 
its democracy. ...I am objecting to grant- 


ing the Secretary of Agriculture blanket authority 
to hold elections pursuant to any method or process 
he may choose; and I am insisting that is a travesty 
upon representative government, and upon self-ex- 
pressive democracy... . 

SENATOR CONNALLY: Is it not to be assumed that 
the Secretary of Agriculture in adopting his plan 
of referendum would prepare regulations, and an- 
nounce them in advance, so that everyone would 
have an opportunity to know what they were?.., 
How could a referendum be conducted other- 
wise? 

SENATOR Norris: I do not know. I have not 
heard about that. The bill leaves it to the Secre- 
tary to issue regulations. The Senator from Michi- 
gan himself confesses that he is unable to write 
an amendment which will provide for taking this 
referendum. ... 

SENATOR ‘(Dem.), of Utah: #The pending 
bill... delegates to the Secretary of Agriculture 
authority and unlimited discretion upon a multi- 
tude of matters vital to the farmers and to the 
country without fixing any proper standards and 
also contains many provisions infringing upon the 
rights of individuals and in violation of the Con- 


Stitution of the United States. 
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WHAT IS BEST PLAN 


lhe Question ot the Wee TO END POWER "WAR"? 


Prof. C. O. Ruggles 1 | Rep. John E. Rankin osgpea return the negroes to per- 


Professor of Public Utility || T a recent White House conference, Wendell L. Willkie, || petual bondage after the close of the 


Management, Graduate School 
of Business Administration, 
Harvard University, 


answers: 

RUDENT investment as da bench 

mark in the calculation of a rate 
base has much merit and is likely 
to be used to an increasing extent. 
But an: “frozen” rate base will 
prove to be unworkable in a world 
of striking economic changes. 

If utilities make “prudent invest- 
ments” during a decade of business 
boom and high prices, they will be 
obliged to ignore such a rate base 
during a later decade of low prices. 
Such action on the part of the utili- 
ties will be necessary if they hope to 
hold their market for public utility 
service. 

During periods of low prices, city 
councils would find that they could 
make substantial savings by in- 
stalling municipal plants rather 
than pay what would be a fair re- 
turn on the prudent investment 
made during a previous period of 


private utilities. 


investment” 


| ower industry? 


| ‘hese questions: 


President of the Commonwealth & Southern Corporation, 
submitted a program for peace between the Government and 
He suggested that utilities eliminate 
ups” found by the Federal Trade Commission; 


“write- 
that “prudent 


valuation methods determine power rates; that the 
intermediate holding company “death sentence” 
utility holding act be modified; that sale of government power be 
under FPC accounting methods. 


in the public 


Is this the most practicable “olive branch” for the private- 
To obtain authoritative views, The United 
States News addressed to a number of outstanding authorities 


Do you think the proposals of Wendell Willkie offer 
a fair basis for an agreement between the Federal 
Government and the private utility industry? 


be more workable? 


Do you know of any other plan that you believe would 


| Answers to these questions are presented herewith. 


the prudent investment would be 
written down in accordance with 
the changes in the price indexes 


out reproduction valuations extend- 
ing rate cases over many years, in 
some instances over a decade. 


1 Democrat, of Mississippi, Co-author 


of the Tennessee Valley Au- 
thority Act, 


janswers: 


HEN Wendell L. Willkie, presi- 

dent of the Commonwealth & 
Southern, and Floyd L. Carlisle, 
president of Consolidated Edison, 
went to the White House and asked 
President Roosevelt to abandon his 
power policies so as to give the pri- 
vate utilities a free hand in plunder- 
ing the helpless consumers of elec- 
tricity throughout this country, their 
effrontery was sufficient to justify 
the President in laughing them to 
scorn. And that’s about what hap- 
pened. 

He simply held up before them a 
mirror in which they could read 
their own records. Of course, that 
made them look ridiculous. 

From the standpoint of benefits 
to the American people, the power 
program of this Administration con- 
stitutes one of the greatest economic 
accomplishments of modern times. 


Civil War and after the ratification 
of the amendment abolishing the 
institution of slavery. 

In fact, that is what these utili- 
ties are doing. They are asking 
President Roosevelt and his Admin- 
istration to repudiate the most salu- 
tary economic reform of this gen- 
eration, and to return the helpless 
consumers of electricity to the 
bondage of the power trust. They 
want the Administration to aban- 
don its program of rural electrifi- 
cation, that the farmers may be for- 
ever kept in darkness or compelled 
to pay enormous tributes to this 
insatiable octopus, known as the 
power trust, which sprawls across 
the country and takes its enormous 
toll in overcharges from the con- 
sumers of electric light and power. 

What do these utility magnates 
propose? 

Here is their proposition in a nut- 
shell, as outlined by Wendell L. Will- 
kie, president of the Commonwealth 
& Southern: 

First, they want the Holding Com- 


Waar TO DO ABOUT HITCH-HIKERS is a matter of 
some concern to most motorists. There is the case of one 
gentleman of our acquaintance, for instance, who can’t 
make up his mind. Starting out on the first day of a two 
weeks’ vacation trip, he picked up a thumb-jerker. Cone 
versation revealed that the new passenger was a pick- 
pocket just released from a prison term. Unnerved at 
this revelation, the motorist stepped down hard, and a 
motorcycle patrolman forthwith handed him a ticket to 
appear before a local magistrate three days hence. Be- 
moaning the fate which threw his vacation plans out of 
kilter, the motorist was overjoyed to hear his passenger 
say, “Don’t worry, mister. You won't have to come back 
to answer that summons. Here’s the cop’s ticket book.” 


SHED A TEAR FOR MOTORISTS IN ITALY. 
In an effort to raise money for developing eco- 
nomic self-sufficiency in the empire, the Italian 
government recently nailed a 40 per cent increase 
on the gasoline tax. With this addition, gasoline 


made especially for the type of utili- Moreover. when finally deter- | If President Roosevelt never did pany Act modified to permit the retailed at 3.32 lire a liter, or 66 cents a gallon! 
high prices. Likewise, industrial — ty involved. mined, reproduction valuations like | @nything else. this one achievement | large useless holding companies to That, it seems to us, is what is known as really 
concerns would’ be able to effect The refusal of the Supreme Court | continue their present parasitic ex- 


significant savings by generating 
their own power during a period of 
low prices instead of purchasing 
electricity from utilities at prices 
based on the investment in utility 
plant incurred during a period of 
high prices. 

If prudent investment is adjusted 
by the use of “tailor made” index 
numbers, it will be possible to make 
it workable from an economic point 
of view. In the situation just cited, 


to sanction the particular "index 
numbers used in the Chesapeake 
and Potomac Telephone Company 
case does not mean that legally ac- 
ceptable index numbers cannot be 
worked out. Such a plan of deter- 
mining a rate base is by no means 
the equivalent of reproduction valu- 
ation as it has worked out or has 
failed to work out in actual practice. 
Nothing worthy of the name of reg- 
ulation can come from long drawn 


those based on prudent investment, 
must be adjusted so that in making 
rates and calculating a rate of re- 
turn consideration is given to the 
economic forces affecting the utili- 
ty’s market. The O'Fallon decision 
was a great legal victory for the 
railroads; but from an economic 
point of view it was unworkable be- 
cause rates based upon the high 
valuation legally permissible under 


[Continued on Page 12.] 


.alone would be sufficient to carry his 


name down the centuries as one of 
the greatest benefactors of mankind. 

To ask him and his Administra- 
tion now to repudiate that program, 
in the very heyday of its success, 
would be like asking George Wash- 
ington to repudiate the Declaration 
of Independence and turn the Colo- 
nies back to the British, on the 
very day of his inauguration as 
President of the United States; or 
like asking Abraham Lincoln to re- 


| 


jstence and practices. For that con- 
cession, they would agree to abolish 
the little holding companies under 
them, as nuisances. In other words, 
they are asking that they, as the 
ring leaders, be given a Presidential 
pardon, but that the less prominent 
offenders be executed for the sins 
of these higher-ups. 

Then they want the TVA yard- 
stick abandoned, all competition 


[Continued on Page 17.] 


THE Lincoln-Zephyr has changed, improved, 
without sacrifice of any of those unique features 
which set this modern car apart in 1936 and 


A CHANGED 


CAKR...1T 


WILL CHANGE YOU 


1937 — and still do! 


The entire front compartment has been newly 
designed to give more space. And two new con- 
vertibles now increase the number of body types 
to six — open cars for open highways, for cloud- 


slapping it on. Gasoline in this country still is 
cheap despite apparently unjustified taxation, for, 
to the best of our knowledge, we're not building 
any particular imperial self-sufficiency. Nor, for 
that matter, are we building as much as we might 
in the.way of roads with our gasoline tax dollars. 


By the way, Senator, that reminds us. You don’t like 
to listen to this talk about gasoline tax diversion, but 
we've run into something sinister that may well be the 
result of your refusal to listen. For the first seven months 
of this year, New York State recorded an increase of 18 
per cent in highway fatalities over the corresponding 
period in 1936. This increase paralleled an increase in 
the diversion of highway funds to purposes other than 
road financing. See any significance in that, Senator? 
Perhaps it’s pure coincidence, but isn’t it just possible 
that inadequate highways and lack of needed repairs, 
coupled with heavier traffic, very conceivably could pro- 
duce road conditions responsible for fatal accidents? 
What's that, Senator? Oh, you think perhaps it is about 


time to listen. 


UR MASS PRODUCTION EXPERT relays a bit 

of whimsy from one of the big car assembly plants. 
He says the bolt tighteners and fender fitters, under- 
standably enough, get a mite bored now and then with 
the monotonous perfection of their task. What saddens 
them particularly is the amazing precision of line opera- 
tion. Parts drift in from a thousand different sources, 
meet miraculously just at the right place and precisely at 
the proper time. Shiny green bodies swing along the line 
invariably to meet green wheels; blue bodies never fail 
to connect with blue wheels. That sort of thing. Our 
expert says, though, that through a perfectly horrible 
blunder a green body came along one day to find yellow 
wheels waiting for it. He says everybody knocked off for 
a few minutes and broke into a loud, triumphant cheer. 


TO ASSURE THE CONSUMER of the ultimate 
in product perfection, the Standard Oil Co. of 
N. J. sends its refinery employees to school. In 
addition to Company-sponsored classes in funda- 
mentals, workmen may choose from a number of 
technical courses administered by outside inter- 
ests. An Educational Refund Plan provides for 
payment by the Company of half the tuition and 
registration fees incurred by employees in obtain- 
ing instruction outside the scope of the Com- 
pany's Technical Schools. To obtain this refund, 
the student naturally must receive passing grades. 
Thus, employees not only are given thorough 
instruction in the intricate science of. petroleum 
refining but also are aided materially in their 
efforts toward achievement of promotion. 


It is still streamlined, but more so — resem- 
bling some fleet land-plane, gliding over the 
earth, It still has the V-tvpe 12-cvlinder engine 
built by Lincoln, proved by more than 45,000 
owners. But the new engine is even smoother, 
quieter, with the same economy of 14 to 18 miles 
to the gallon! 

In closed types, the car a has body and 
frame a single structure — even stronger and 
safer than before. It still has extraordinary room 
—but the wheelbase is lengthened to 125 inches. 


Jess days and nights under the stars! 

This new Lincoln-Zephyr will change your 
whole idea of the power, comfort and safety you 
can expect in the medium-price field. Lincoln 
Motor Company, builders of the Lincoln and 
Lincoln-Zephyr. 


Speaking of Education, we are somewhat alarmed at 
a recent trend in the pursuit of learning. The sale of 
magazine subscriptions as a means of putting oneself 
through college may soon be pressed for honors by the 
business of operating service stations. Several young 
thirsters after knowledge on the west coast are paying 
the professors out of profits from stations which they 
operate. The scheme is diabolical. You may have no 
earthly need for a certain accessory, but can you refuse 
when an earnest sophomore dealer urges, “Please, sir, if 
you buy just this one patented musical clutch pedal, I'll 
be able to complete my course in Stock Market Trend 
Guessing at the University.” 


® Prices begin at $1295 delivered at Detroit factory. 
State and Federal taxes extra. The Sedan illustrated 


is $1395 delivered at Detroit factory; <2D 


price includes white side-wall tires. 


NOTHING UP THE SLEEVE DEPARTMENT 


It is encouraging to note that Washington’s mantle of 
secrecy at last is being lifted, if only—to date—by one 
corner. Pioneer in this delicate operation is a service 
station proprietor whose recently opened outlet is con- 
structed entirely of glass, the first of its kind in the . 
Capital City. We hope that this man’s move for complete 
transparency of operation will have its effect on the occu- 
pants of that neighboring gas station with the famous 
dome. 


THE TRUEST AMERICAN GENTLEMAN, 
according to a well-known newspaper columnist, 
be eone is the service station attendant. Noting that 
i 7 “this gentleman’s dress is impeccable, his man- 
ner gracious, and his interest in your welfare 
a 2 - 5 genuine,” this writer commented, “he is the only 
Bc . being in these United States who bestows bene- 
‘ fits without demanding cash in return. Our 
x modern dispensers of gasoline could have given 
” lessons in good manners to Messrs. Launcelot, 
Ne Brummel, Bayard, and Galahad.” 
. These observations confirm a conviction of our 
4 ; own, and we are interested to know just how gen- 
glad to have a word from you addressed to 
Northrop Clarey, Standard Oil Company (N. J.), 
| 30 Rockefeller Plaza, New York City. 


| 
| 
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Cartoonist Elderman in the Washington Post 


Careful There, Where You're Shooting ' 


What the Editors 
Are Saying About: 


1. Rivalry in Labor Control 


2. Federal Incorporations 


3. Control of Merit System 


EWSPAPERS commenting on the struggle for su- 
premacy between the A. F. of L. and the C. I. O. 
are unanimous in the demand that the rival labor 
camps speedily find some way to compose their dif- 
ferences. Mosi editors agree that craft unions have 
proved their value and also that industrial unions 
have a definite place in the labor field in these 
modern days of mass production. And most editors 
disagree with the contention that one side or the 
other should be fully victorious in the controversy. 
The comment in geneial eis that peace between 
the rival organizations would be to the best in- 
terests of the country at large; and likewise to labor. 
That both types of organization can be mutually 
helpful in solving their problems is suggested in 
many newspaper comments, and it is also argued 
that dealings with the Government could be fa- 
cilitated through cooperation. 


Federal Business Licenses 


EDERAL licensing of corporations engaged in in- 
terstate commerce, proopsed by Senators Borah 
and O'Mahoney, is indorsed by 30 per cent of com- 
menting newspapers but 70 per cent declare it to 
be contrary to public policy. Licenses under the 
proposed legislation would be revoked for illegal 


Cartoonist Warren in the Buffalo Evening News 


“You Boys Want a Job?” 


employment of children, discrimination against 
women employes, denial of the right.to bargain 
collectively or engaging in monopolistic practices. 

Approval of the measure is based on the conten- 
tion that it bas worth-while objectives. and that 
the conditions attached seem lair and reasonable, 
being required under some existing laws. 

The question is raised by some editors whether 
the public desires to give so.much power to the 
Federal Trade Commission, which would have 
charge of enforcing the rules. Some critics assert 
there i8 no sufficient safeguard against abuse of 
the powers which would be conferred by this Act. 


Safeguard For Merit System 


DMINISTRATION of the civil service laws by a 
board of members appointed for life is favored 
by 65 per cent of commenting newspapers. The 
minority, 35 per cent, argue that increased efficiency 
would result from placing civil service appointments 
under the jurisdiction of a single commissioner. 
The reduction of the Civil Service Board is ad- 
vocatei by President Roosevelt, while the idea is 
criticised in a report made by the Brookings In- 
stitution. It is argued by some editors that it would 
be practically impossible to select a single com- 
missioner free of partisan or sectional preferences. 
And others contend that a board chosen from dif- 
ferent national groups, would be a better check on 
the intrusion of politics into the merit system. 
Those who take the same position as the Presi- 
dent hold that while one-man rule has heen found 
to be effective, divorce from politics is of greater 
importance than the number ot persons in charge. 


THE UTILITIES PEACE PLAN: AS EDITORS SEE 


ETTER relations between the utilities and 
the Administration, that may result favor- 
ably to industry, are believed by 78 per cent 
of commenting newspapers to have been brought 
within reach by the concessions that Wendell 
L. Willkie, president of the Commonwealth and 
Southern Corporation, offered to the President. 
Results are considered doubtful by 22 per cent 
because of anti-utility sentiment in Congress. 

Two major concessions are considered by edi- 
tors to be significant. These are the offer to 
eliminate from capital structures the “write- 
ups” alleged by the Federal Trade Commission; 
and the conditional acceptance of the “prudent 
investment theory of valuation,” desired by the 
Administration. 

While it is conceded that the corporation 
head who makes the offer has no authority to 
speak for any companies except his own, favor- 
able editorials recognize an attitude of com- 
promise. 


“Mr. Willkie’s attitude 


7 represents the correct ap- 
DEEMED BEST ROAD proach to a solution of 


TO THE SOLUTION the problems,” as viewed 


by the Kansas City Star (Ind.), adding: 

“Obviously, as Mr. Wilikie suggests, this sit- 
uation is not going to be cured by denunciation 
of the President by businessmen, or by denun- 
ciation of businessmen by the President. Such 
a course gets exactly nowhere, and the country 
suffers. 

“A reasonable, conciliatory attitude, a give- 
and-take policy on both sides, should get rid of 
the great obstacles that now exist, and release 
large expenditure to meet the dammed up de- 
mand for the expansion of the utilities.” 


A COMPROMISE IS 


“These terms,” it is argued by the Wall Street 
Journal (Ind.), “will not commend themselves 
to those tor whom Senator Norris and Repre- 
sentative Rankin. speak in Congress, but it is 
hard +» .2e wherein they fail to provide gen- 
erously the proper of the public 
interest.” 


Cartoonist Sykes in the Glenn Fails «N. Y) Post-Star 


The Hopeful Season Again 


real truce can be reached; provided extremists 
on both sides are kept quiet,” 
Omaha World-Herald (Ind.). 


declares the 


“What has the Govern- 
ment to lose,” asks the 


FOR INVESTMENT A New York Times (Dem.), 
BOON TO INDUSTRY “by making peace with 


the utilities on terms which will adequately 
safeguard the public interest and safeguard re- 
forms long desired by the Administration, and, 
at the same time, break the dam which is now 
holding back the investment of private funds 
in new utility construction, with all that this 
would mean to business and employment?”. 


RELEASE OF CAPITAL 


“The Willkie memorandum,” says the Ashe- 
ville (N. C.) Times (Dem.), “has done much 
more than present a strong case for the private 
nower companies. . 

“Furthermore, because the Commonwealth and 
Southern is the only utility corporation operat- 
ing in TVA territory, an agreement there with 


“The country is encouraged to believe that a | the Government in all probability would be- 


IT 


come the model for settlement of the whole 
utilities issue.” 

“Mr. Willkie’s proposals,” states the Syra- 
cuse Herald (Ind.), “must be characterized as 
restrained and reasonable. Some modification 
of his program may be necessary, but on the 
whole it would seem to offer a sensible ground 
for ending the long, destructive row between the 
New Dealers and the utilities.” 


“Doubtless the terms offered,” advises the 
Rock Island (Ill.) Argus (Ind.), “will not be 
looked upon with favor by a certain powerful 
group in Congress represented by Senator Nor- 
ris and Representative Rankin, but the public 
interest seems to be sufficiently protected. 


“Mr. Willkie has presented terms which do 
not appear unreasonable. He has done his best. 
Recovery.in many directions will continue to 
be impeded until some kind of a fair agreement 
is made with private utilities—an agreement, 
by the way, which is assured of permanency.” 


CONFIDENCE SEEN “Such concessions 
should be made,” asserts 


the Knoxville Journal 
TO BUSINESS WORLD (Ind.), “as will restore 
the confidence both of the utilities and the po- 
tential investors in their securities. It is recog- 
nized generally that without such* confidence 
the long-term spending program which the 
President looks upon as a vital part of his plan 
to check the business recession will be out of 
the question. 

“One of the most interesting phases of the 
Willkie proposal is that which has to do with 
confiscation of already established utility prop- 
erties. Instead of giving tacit encouragement 
to municipalities to enter into suicidal compe- 
titive fights, the utilities official suggests that 
where a city is determined to go into the power 
business negotiations be carried out, without 
benefit of Federal subsidy, to acquire the exist- 
ing utility. 

“In effect, he suggests a pooling of power 
as between the government and the private utili- 
ties with the effect of eliminating the phantom 
‘yardstick’ which is based upon the sale of 
power at less-than-production costs.” 


LETTERS OF 


TITLE REG. U.S. PAT. OFF. 


COMMENT BY READERS OF THE UNITED STATES NEWS 


Editor’s Note: Letters of com- 4 


ment and suggestion are invited. 
Those not intended for publication, 
and those to which writers desire to 
have only their initials attached 2 
published, should be so. merked. 
Even if initials only are to be print- 
ed, letters must be signed and ad- 
dress given. 


The Two-Price Farm Plan 

Sir:—I am writing to you for editorial 
support in changing the pattern of farm 
legislation. There seems to be a woeful 
lack of intellect, candor and leadership 
in Congress at the present time... . 

Uncoubtedly unconstitutional, admit- 
tedly so by all competent authorities, 


following as it does the outlawed pro-. 


duction control procedure; hopelessly in- 
effective in effecting desired results, as 
indicated by similar attempts in the 
past; outrageously costly, to what ex- 
tent nobody knows or approximates; 
not desired by farmers themselves, con- 
sumers or the general public, this mon- 
strosity is about to become law through 
legislative logrolling. . . 

Why cannot they see the folly of this 


Opposes Crop Control Legislation 

Sir:—Mr. Anderson, of Zumbrota, 
Minn., writing in the Yeas and Nays, 
seems to be under the impression that 
the bumper crop of 1932 was a “curse 
to not only farmers, but to city workers, 
and to* business generally,” because 
there was no world market for that 
bumper crop. That is not the case. 
That bumper crop became a surplus be- 
cause Cordell Hull agreed, at the Lon- 
don Economic Conference of 1933, to 
limit our wheat exports. In 1934-1935 
ten European countries imported 210,- 
000,000 fewer bushels of wheat than they 
had in 1930-1931. In 1933 and 1934 it 
cost the people of the United States 
$100,000,000 to keep the wheat crop down. 

In 1935, we imported 28,000,000. bushels 
of wheat, 34,000,000 bushels of corn, 
and 28,800,000 pounds more cotton than 
we had the year before. Imports of for- 
eign corn, in the year ending June, 1936, 
exceeded 50,000,000 bushels, an all-time 
recora. ... 

The last interference by Mr. Wallace 
meant that we had high priced foods. 


Echos of the Steel Strike 

Sir:—I have read the article in 
The United States News of Nov. 22 
by Edward Lamb, and I must say that 
inis is the greatest piece of balderdash 
I have ever read. He evidently thinks 
that the general public does not know 
just what happened in those Ohio towns 
during the steel strike. and but for the 
courage and statesmanship of Governor 
Davey undoubtedly many persons would 
have been killed in Youngstown and 
other cities. ... 

When Governor Davey sent the troops 
Into the Mahoning Valley to preserve 
the peace, there was peace regardless of 
the fact that thousands of un-American 
Strikers were there armed with every 
sort of weapon obtainable to cause trou- 
ble. Mr. Lamb quotes from Section 7 
of the National Labor Relations Act 
that “employes may engage in concerted 
activities for the purpose of collective 
bargaining or other mutual aid or pro- 
tection.” I assume that Mr. Lamb 
thinks that marching into an industrial 
plant, driving out everybody who wants 


way? Simple economics dictates an ef- If he is allowed to control crops again, \o work and having the plant taken 
fective, decisive reply. Loss of cotton we might have no food at all. over by a gang of hoodlums and un- 
foreign trade, wheat and livestock ex- Melrose, Mass. BEATRICE ABBOTT. American communists is “concerted ac- 
ports is playing a mean trick on the tivities,” 

farmer, which subsidy and regimenta- a ae Does he realize that our great Presi- 


tion cannot ever repay. ‘The problem 
is simply that foreign markets cannot 
now pay an equal price for goods as dic- 
tated by domestic economy. Thus a sur- 
plus exists. 


Insufficient exchange is not the an- 


_ Worse Off Under New Deal 


Sir: — The United States 
a valuable paper. All New Dealers 
should read it. It hits the spot. ... 


I am a poor one-horse farmer. Under 


News is 


swer. Industrial goods are moving, 3 Republican President I have always 
tourist trade is or was flourishing, and had money in my pocket and stayed 
our imports of needed goods not in com- out of debt. Today I am living in a 


petition with our surplus offer sufficient 
funds to effect balance. Our problem 
is to dispose of a surplus, not to cut 
produc’ion to domestic needs. 

Why not adopt the two-price plan? 
Pay the farmer two prices for wheat, 
cotton, corn, etc., based upon the per- 
centages of domestic consumption, with 


the surplus held under seal for exclu- 
sive export sale. No subsidy is neces- 
Sary; no production control; no farm 


capital or labor relief will be needed. 
The economy of abundance with con- 
trolled distribution will replace the 
economy of scarcity. 

Toledo, Ohio. WILLIAM L. NORTON. 


two-room hut in a cow pasture, making 
75 cents a day when I can find work, 
with hardly anything to eat and wear. 

I am a white American, 45 years of 
age, with a wife and two small boys to 
support. . .. Voted a Republican ticket 
last year for my convictions, and have 
no apologies to make to anyone. I love 
my country, I love peace; but where is 
my country and where is peace? 

Keep up your good fight for a free 
country. Your paper is worth its weight 
in gold. If this is a Jeffersonian Demo- 
cratic Administration, then history has 
lied on Ilhomas Jefferson. E. G. S. 


Ty Ty, Ga. 


dent has just said in one of his speeches: 

“The inherent right to work is one 
of the elemental privileges of a free 
people. Continued failure to. achieve 
that right and privilege by anyone who 
wants to work and needs work is a chal- 
lenge to our civilization and to our coun- 

If as ‘ Lamb says, the CIO does 
not sanction the use of violence or in- 
dividual acts of terrorism, then I must 
say that John L. Lewis and his gang of 
organizers are not able to control *the 

The people of Ohio are to be congratu- 
lated in having a Governor with the 
courage to do what is right as Governor 
Davey has done. CHARLES F. MOYER. 
Jamestown, N. Y. 

* * 


Fears Effects of Wage-Hour Bill 
Sir:—If Congress does not have bet- 
ter sense than to pass the hour and 
wage bill, we know of a lot of people 
who will have sufficient good sense to 


‘they see fit, 


quit business entirely. Hundreds oi 
thousands of folks will be out of work 
if this ill-conceived legisiation is not 
sidetracked. WITMER-STEELE CO. 
Northumberland, Pa. 


kkk 


Young Voters’ Independence 

Sir:—I note that some editors are still 
speaking about a third party movement. 
It will be many years before a third 
party will come into control because 
“deals” can be made yet with either the 
two present major parties. 

The LaGuardia-Dewey reform candi- 
dates’ landslide election in New York 
City has proved it a fact that a third 
party is not necessary. A change in 
blood and faces, a change in policy are 
the essentials of winning future elec- 
tions. In the past it has been the party 
and promise, but now and in the future, 
it is the man and policy. 

Youth of today has made this possi- 
ble by the mood of independent voting 
capactty. The power to elect is now 
resting in the hands of the independent 
voters. Millions of youth are voting as 
and not voting as their 
father and mother did. 

H. LONDIS PARSONS. 
Charleston, W. Va. 


Objects to Tax-Supported Propaganda 


Sir:—A news item te’!s us New Dealers 
will take to the radio and movies to 
propagandize the Administration's 
achievements. Mr. Ickes has already in- 
augurated a series of broadcasts on the 
accomplishments ‘of his department. 
And the AAA productions, “The Plow” 
and “The River,” are referred to. 


id Congress pass a New Deal propa- 
ganda law? Does Comgress appropriate 
the money for New Deal propaganda? 
Where else except from taxpayers 
does the money come _ from? Do 
the people want the propaganda or do 
the New Dealers want it to help keep 
themselves in office? Should the peo- 
ple start an investigation to determine 
whether or not taxpayers’ money is be- 
ing used by New Dealers for political 
campaign purposes? I am one of the 
many million taxpayers who would like 
to know. TAXPAYER. 
Welsh, La. 


Cartoonist Shoemaker in the Chicago Daily Newe 


The One That Didn’t Get Away 


Editorial Comment, 
Pro and Con, on: 


1. The Curbing of Monopolies 


2. Removing Tax Exemptions 


3. Public Sentiment and Lotteries 


HE attack upon the dangers of monopoly, made 
by Attorney General Cummings in a speech in 
New York City, is appraised by 22 per cent of the 
commenting newspapers as a legitimate call to 
greater regulation of large corporations, but in the 
judgment of 78 per cent, the argument lacks the 
merit of stating a Government policy, because, it 
is contended, the Administration, in some of its ac- 
tivities, has itself encouraged monopolies. 


Administration support of farm subsidies, which, 
it is declared, increase food prices for all consumers, 
is also assailed as inconsistent with the senti- 
ments voiced by the Attorney General. Some edi- 
tors charge that farmers are asking a monopoly 
of the home market at prices higher than the 
world level, and that Mr. Cummings failed to take 
account of that fact. 


Advocates of regulation take the position that 
the natural development of business and industry 
has been toward larger units, with greater power, 
and necessity of regulation by Government has 
grown greater. 


Tax-Exempt Securities 


epee to levy upon tax-exempt securities are 
favored by 58 per cent of commenting news- 
papers, which base their judgment largely upon 


A Cartoon in the Louisville Journal 


The Farm Problem 


a recent Supreme Court decision. Objection toe 
such taxation, raised by 42 per cent of the press, 
emphasize the belief that such taxation would be 
a violation of contract. 

Advocates of the plan take the position, based 
upon the decision that the -interest from tax- 
exempt securities should be treated as part of a 
citizen’s total income and taxed with other items. 

Opponents advise that while exemptions may 
properly be forbidden in the future, the making of 
loan contracis, with the hope of making securities 
more desirable, established an obligation. 


Opposition to Lotteries 


GITATION in Congress in favor of establishing 

a national series of lotteries is opposed nearly 

unanimously by commenting newspapers, although 

editors concede there is some public sentiment in 
favor of this form of gambling. 

Replying to the argument that a lottery isan 
easy way of raising money, voluntary on the part 
of contributors, critics point that in the coun- 
try’s early days there were many lotteries designed 
to raise public funds, but that all were, sooner or 
later, abolished because it was found the method 
was not economic and brought too many evils in 
its wake. 

It is admitted that much American money is 
spent on foreign lotters, but, it is argued, that fact 
does not justify this Government to enter into any 
such competition. 
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By WILLIAM ALLEN WHITE 
In The New Republic 


THE distinguished editor of the Emporia Gazette, William Allen 
W hite, emerges long enough from his sanctum sanctorum, where 
he wrote that immortal editorial, "What's Wrong With Kansas?” 
to inquire mournfully why our national ideals cannot be achieved 
by an orderly torm of democratic government. 
The following article is reprinted from The New Republic by 


special permission of the editors of that publication. 


HESE 

they have been lying heavily on 
my chest for a long time, say five 
or six years, and I asked The New 
Republic to print them. The titie 
also is of my own wording. I seem 
to represent, or at least feel I speak 
for, a group of neolithic liberals 
who once inhabited these lands and 
had a place of some power and 
prestige before the coming of the 
great Ice Age, and now all that we 
Stood for, our whole ideology and 
dialectic, is rejected and we are in 
the doghouse and we know it. 

That I may define my crime, let 
me identify us as those liberals who 
for a quarter of a century before 
1932 believed that if we could 
change the environment of the un- 
derprivileged, give them _ better 
housing. better wages with which 
they could buy better food and bet- 
ter clothes, educate their children 
in better schools, afford them de- 
cent amusement and profitable di- 
version, we would: approximately 
Solve the problem of poverty. 


SELF-RESPECT, THE GOAL 

We used to think that maybe if we 
could arrange a social’ order in 
which the differences in social re- 
ward would be reflected in the dif- 
ferences in social and economic ca- 
pacity to serve society we would 
have done something really worth 
while. Our whole plan of social 
salvation was to cherish and deepen 
human self-respect. 

The thing we were trying to do 
from the days of the first Roose- 
velt and during the dark years that 
followed Wilson, through Harding, 
to Hoover, was to brace up the hu- 
man spirit in those social and eco- 
nomic areas where class differences 
were cruelly marked and wickedly 
depressed. 

But it was the human spirit that 
we were tinkering with. As an in- 
cident of our problem. of course we 
sought to improve environ- 
ment. We were environmentalists 
as a means to an end. The end 
wes “the pearl of great price’—a 
phrase, by the way, hanging over 
from the 90's, when our forebears 
were Christian socialists. 


HELD BALANCE OF POWER 

By working as liberals who were 
called progressives in the elder 
Roosevelt s day, we remained in the 
two old parties. There we have held 
a haliys:e of power in Congress and 
mort ot the legislatures for a gen- 
e¢a'icn. Most of the whole body of 
oar national legislation in these 30 
years has been fairly forward- 
moving. But tariff bills were all 
bad because the log-rolling legisla- 
tive process made it possible for 
conservatives to unite easily. 

No one can claim that we achiev- 
ed a revolutionary objective. I think 
it is fair to say, however, that we 
did gain a little nationally in the 
Struggle with the possessive and 
acquisitive forces that more or less 
dominated the prosperity of the 
first three decades of the century. 

Part of the gain came through 
political action; part of it through 
public opinion, which moved 
through rancor those who labored 
and created the wealth of this 
country to demand larger rewards. 


The same public opinion probably 
shamed the acquisitive forces some- 
what and they felt it was smarter 
to be just than it was to be too 
greedy. 


“FOOLED BY PROSPERITY” 

This same public opinion, liberal 
public opinion, if you wil!, which 
worked in politics to maintain a 
balance of power, worked in com- 
merce and industry to bring about 
a rather wider distribution of 
things in America than was mani- 
fest in other countries. This distri- 
bution of things fooled us. We 
thought that some way a formula 
of progress could be found hidden 
in the workings of our prosperity. 
That folly got us off on the wrong 
track. 

We forgot our objective, which 
was the human spirit. We began 
to think that the whole trick could 
be done by distributing toothpaste, 
automobiles, radios, bathtubs, parks, 
playgrounds, high schools, libraries, 
extension courses and canned 
soups to those who hitherto had 
been denied these sweet boons. 

So when the great ice sheet came 
in the early part of the fourth dec- 
ade and millions of men and women 
were hungry and cold, we old neo- 
lithic liberals were out. They sent 
us to the doghouse, and here we 
are. 


SHOCKED BY FARCE 
We still believe that it is the spirit 


we are seeking to benefit and en- 
large. We still believe that the 


+ 
lines areewritten because 


quest for justice cannot be achiev- 
ed by force. 

We are confused, bedeviled, be- 
wildered. at strong-arm methods. 
We are shocked at the sit-down 
Strike; we are sick at heart at the 
revelations of the LaFollette com- 
mittee: we hate the tyrannies of 
fascism and the Nazis: we are nau- 
seated at the Soviet executions. 

At home we loathe Tom Girdler 
and distrust the class-conscious ap- 
peal of the One Big Union. We 
know theoretically that the princi- 
ple of the C. I. O. is right. It must 


—Wide World 


WILLIAM ALLEN WHITE 


YIP FROM THE DOGHOUSE’ + 


Heaven knows there isn't much to It is easy enuogh to kick up a or in business, still feel that we had 
brag about, and look where it row, but then what? Where will something. 
landed us. force get you? Did it get far in It was not a cure-all. But it 
7 France—farther than in England = worked: sometimes impotentl 
“OLD ROAD” IS BEST under the evolutionary process? Often it fumbled. We and on oad 
But as a matter of real politics, We old-fashioned progressives, who fashioned blunderbuss are discarded. 


* Who wants it as it is? Obviously, date to go just as far as hee er- 1: 

J Bo J p Of a workable policy for the estab- believe first that government mav be We know So on behalf of the 
labor is divided on the subject. | suade the conservatives ond liberals lishment of justice this conti ed as 
Middle-class opinion is foggy about | of his party to get together and | justice on this conl= used as an agency of human wel- outmoded. despised and 1ejected old 

the proposed bill. Who can change maren | ) ; nent with things as they are, what fare and second that public oninion dodos I throw out these nails, hard, 
propos ; ‘ 5 else is there to do but to irudge outside of government, if it congeals steel nails of irritating doubt for 


come to that in the end. But we 
are a bit white-livered and dont 
like to see it come to that by coer- 
cion and the labor racketeer. 

To us here in the .,doghouse otf 
desuetude, liberais who believe in a 
Step-at-a-time inching toward Uto- 
pia by the evolutionary process all 
under the orderly form of demo- 
cratic government, the devil seems 
to be walking abroad whacking our 
ideals with a club. 

We are willing to admit that our 
scheme of things, unless it is modi- 
fied. won’t work. The gradual en- 
largement of the human spirit by 
improving human environment won't 
work with ten million men and 
women probably permanently oul 
of work in a system that requires a 
body of permanently idle workers if 
free experiment is permitted in our 
industrial life. But on the other 
hand, neither will things work, with 
the proletarian elbow in the middle- 
Class rib jabbing the daylights out 
of the bourgeoisie. 

Laws ought to do something. But 
what laws? 
there should be a basic minimum 
Standard of living below which no 
family should be allowed to fall. 
Both Landon and Roosevelt talked 
about that last year and many of us 
liberals thought that the difference 
between what Landon would do and 
Roosevelt would do in the matter of 
political achievement you could put 
in your eye. 


MIDDLE CLASS RULES 

For after all neither Landon nor 
Roosevelt could go faster than the 
march of the middle class. We lib- 
erals are acutely conscious that the 
middle class generally elects the 
mayor and always elects the sheriff. 
In nine cases out of ten the Gov- 
ernor comes from the middle class 
and is affected by its ideals. 

Mayors, sheriffs and Governors 
control the machine gun, and 
whether Roosevelt was elected or 
Landon was elected the machine 
gun in the hands of the middle class 
would certainly come out just as 
Surely and just as swiftly it the labor 
question was to be Settled by force, 
if it was to be a matter of class- 
conscious struggle. 

And what happened last spring? 
The police club, tear gas, the ma- 
chine gun appeared just about as 
quickly after the cellophane-encased 
revolution of November, 1936, as 
these middle-class first aids to law 
and order would have appeared with 
Landon in the White House. 

The fundamental working politi- 
cal formula of the old-fashioned 
liberal is the bitter knowledge that 
no President of this country is ever 
going to go far out of line from the 
ideals of the middle class. 


WAGE BILL TROUBLES 

So the class-conscilous solution, 
Which is an appeal to force under 
the proletarian dialectic, looks 
rather hopeless to us. The middle 
Class has the President—any Presi- 
dent. It also pretty well controls 
Congress. So when it comes to writ- 
ing the law which shall guarantee 
a legal minimum standard of living, 
it seems almost to be an insurmount- 
able task. 

Take a look at the Black-Connery 


-wages-and-hours bill in Congress. 


We are all acreed that 


it so that it wili be generally ac- 
ceptable? And yet we at the west 
end of the clothesline, we liberals 
in the doghouse, aren’t much wiser 
here than the leaders of the second 
Rooseveltian revolution. 

The Rooseveltians thought they 
had a monolithic party of 27,000,000 
voters, which ought to be able to do 
anything. What they had was six- 
teen, seventeen million office-hun- 
sry, victory-loving party Democrats 
who would have been just as hun- 
ery and just as happy under Jack 
Garner. 

With these Democrats were five or 
six million earnest, honest, radical 
working people. Two or three mil- 
lion Negroes: five or six million 
farmers and the unemployed. 


PLANS CRACK UP 

The monolith cracked with a re- 
sounding pop when the President 
started his Court fight. A lot of vic- 
tory-loving Democrats, having 
achieved their victory,, weren’t in- 
terested in his control of the judici- 
ary. When the President said “a 
plague o’ both your houses” a large 
chip cracked off the monolith on the 
left, leaving a spawl bigger than a 


bone! The thing wouldn’t hold to- 
gether. It wouldn’t hold together 
largely because it was _ heavily 


weighted in the middle by the mid- 
dle class, which same is true of 
America. America is heavily 
weighted by the middle class. If 
you appeal to the ballot box, the es- 
teemed M. C. nas a majority. If 
you appeal to the machine gun, 
Democratic Mayor Kelly of Chicago 
has a machine gun and so have 
Roosevelt’s two iittle altar boys, the 
Democratic Governors of Pennsyl- 
vania and Ohio. 

‘And did they use the guns? More 
than that. the middle class has the 
tidy capacity for organization, a tra- 
dition of coherence in time of dan- 


eer, and a solidarity based somewhat. 


upon the strength of property ac- 
tual or prospective. which will. turn 
it fascist overnight—-and dirty. 


LIMITS ON POWERS 

The only party that can operate 
under a mandate backed by depend- 
able force and not relying on reason 
and the will of God is a middle-class 
party. Franklin Roosevelt’s tall talk 
of a personal mandate was a mere 
rhetorical figure. Mandate as what? 
Party leadér? Mayor Kelly’s? Pat 
Harrison’s? John Lewis’? Father 
Divine’s? Tom Pendergast's? The 
Farm Bureau’s mandate?—the cat’s 
foot. F. D. R. had the same man- 
date as the foreman on the Tower 
of Babel. The President has a man- 


McKinley to Franklin, the’ all- 
tut | Head efficiency, Torque-Tube Drive, Tip- 
| toe Hydraulic Brakes, Knee-Action com- 
PLUTOCRACY” RECOGNIZED ea fort and safety—in a package so big and 
All right, suppose our tacties | handsome. - 


erected a preadmill getting nowhere, 


Hoover, who grumbled often at the along the old road? Enjoy vourselves. 


Western progressives, hai the same |. 


solidly, is irresistible in government you to gnaw on. 


mandate that Roosevelt has, and | 

what did it buy him? In the same 

sentence insert the names. of 

Coolidge, Harding, Wilson, Taft, | 
Theodore Roosevelt and Grover 

Cleveland and it reads the same. It 

always will read the same in this | 


generation, 

And chiefly because of the politi- 
cal recalcitrance of what my con- 
gressional friends call the Boor- 
goosey. The middle class demands 
two middle-class parties, plutocrati- 
cally supported, in whicn it can 
safely make snoots at the rich. ¥ ‘ : 
LIBERAL DREAM FAILS ig thee: 

And yet it was to the middle class 
and to the middle-class people we 
neolithic liberals of the first third 
of the century appealed. We had 
an iridescent dream of a_ liberal 
party which should oppose a con- 
servative party. But it always 
aborted. It is no nearer now than 
it was in the days of the Grangers 
and the Greenbackers, no nearer 
than it was in the days of Bryan 
and the Populists, and it is as evan- 
escent as it was when we fought for 
it with Theodore Roosevelt at Ar- 
mageddon. 

Why? Somewhat because of elec- 
tion !aws; somewhat by reason of 
the Electoral College. But the two- 
party System persists because the 
middle class refuses to think politi- 
cally in economic terms. It is for 
property rights “one and indivisible 


ook the whole length of Motor Car Row, 
i 4 and you won't find a car anywhere 
that offers you what this stunning new 


Buick does. 


No other car, for instance, has its Dy Na- 


na FLASH engine, squeezing more useful 
an orever!” can 
ye oh power out of every drop of gasoline you 
wheedled, coaxed, shamed, evan- 

burn. 
gelized or scared into justice. That 
was our job as liberals. But it can- No other car has Torour-FREE SPRINGING 


not be bluffed or badgered. It won’t —or can match’ the smoothness-with- 


vote with any party with a real safety this new coil-spring rear suspen- 
united front for social and industrial sion provides. 
justice. Yet justice marches on 


No other car combines such features as 


slowly. We were going good from | = ' 
Silent Zone Body Mounting, Valve-in- 


All that plainly says “Better buy Buick!” 
But just by way of completing the story, 
we'd like to point out this: 


Take the stunning four-door sedan shown 
here. It's sixteen and a half feet long, has 
107 horsepower under its hood, and it's 
yours complete with standard accessories 
for only $1022, delivered at Flint, Mich. 
We don’t think you'll find its match any- 
where on Motor Car Row. We're ‘sure 
you won't for the money! 


just about Keeping up with the ag- 
gressions of a growing class-con- 
scious plutocracy. But the net gain 
of a neolithic liberalism was a keen 
sense of the plutocracy in the heart 
of the middle class. 

Probably we accomplished some- 
thing more than setting up a dan- 
ger signal under the leadership of 
the first Roosevelt. of Wilson, of La 
Follette, of George Norris, of the 
farm bloc and of the nonpartisan 
progressive group Congress. 


The Buick sprctat is the lowest-priced 
straight-eight of its size on the market. At 
least two sixes carry higher list prices, and 
others are priced so close that a dollar or 
two a week covers the difference. 


SEE YOUR NEAREST BUICK DEALER 


ASK ME 
WHAT I'D 
AND THE ANSWER 
IS THAT BIG 
GLASS HUMIDOR 
OF PRINCE 
ALBERT 


YES 
CAMELS HEAD 
THE LIST OF 
WHAT | WANT 
FOR 
CHRISTMAS 


KNOW THAT A 
GIRL ALWAYS 
APPRECIATES 

A GIFT OF CAMEL 


| BELIEVE IN 
GIVING MEN GIFTS 
THEY CAN USE. SO 
GIVING 
THAT SPECIAL LLB, 
CHRISTMAS TIN OF 
PRINCE ALBERT 


» 


amels 


MADE FROM FINER, MORE EXPENSIVE TOBACCOS 


Give cigarettes for Christmas! What cigarette? CAMELS, of 
course. There’s no doubt about how much people appreciate 
Camel's finer, MORE EXPENSIVE TOBACCOS. A gift of 
Camels carries a double greeting 
from you. It says: “Happy 
Holidays and Happy 
Smoking!” 


(left) The famous Christ- 
mas package, the Camel 
carton—10 packs of 
— 200 cigarettes. You'll 
find it at your dealer’s, 


Christmas spe- 
cial—4 boxes of 
Camels in “flat 
fifties"”—in gay 
holiday dress. 


(right) A pound of Prince 
Albert, pached ina real glass 
humidor that keeps the to- 
bacco in prime condition 
and becomes a welcome pos- 


session. Gift wrap. 


THE NATIONAL JOY SMOKE Lf (left) One pound of mild, 
mellow Prince Albert — the 
“biteless” tobacco— packed 
in the cheerful red tin humi- 
dor and placed in an attrac: 
tive Christmas gift package. 


If you know a man owns a pipe — you'll be making 
an appropriate selection if you give him PRINCE 
ALBERT. Prince Albert's as mild a pipe tobacco 
as ever delighted a pipe-smoker. It’s easy on the me e 
» tongue — doesn’t bite. It’s extra cool, thanks to Wie ae 
its “crimp cut.” And it’s tops for mellow taste. i 
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The United States News 


December 13, 1937 


+ AN 8-POINT “PLATFORM FOR 


+ the supplier as the purchaser wishes 


HE National Association of Manufacturers, embracing 5,000 
employers, adopted in New York last week a “Platform for 
American Industry for 1938” which may have an important effect 
on the efforts under way to find a common meeting ground for 
cooperation between business and Government in the national 


interest. 


Setting forth principles for the encouragement 


of increased 


production of manufactured goods, the platform concluded: 
“As industry has progressed in the past so has America. 
“As it progresses in the future so will America.” 


The platform represented months of preparation. 


Leading 


manufacturers and economists discussed the problems covered for 
two days before the Association unanimously voted for adoption. 


The full text follows: 


ETTER living standards for 130 


million Americans result from 
the increasing production of goods 
by American manufacturers. 

The more things produced, the 
more people have. 

Manufacturing provides 
working population; it furnishes 
jobs indirectly to many 
more engaged in the production of 
raw materials, in the distribution 
and service trades, and in transpor- 
tation. 

It is manufacturing which fash- 
ions and improves the tools and 
equipment with which the world 
does its work. 

It creates pay rolls which flow 
into every branch of business and 
the professions; it provides the 


direct | 
jobs for nearly one-quarter of our | 


| 


millions | 


‘greatest market for farm products. | 


It affords opportunities to millions 
of small investors for the profitable 
use of their savings. 

Manufacturing cannot do these 
things as well as it should, and as 
well as it wants to, if it is shackled 
by restrictive legislation, burdened 
with excessive taxes, continually in 
doubt as to the nature and perma- 
nency of government policies, crip- 
pled by labor difficulties and handi- 
capped by inability to secure suf- 
ficient funds from investors. 


CONFIDENCE PRIME NEED 

What the country needs is busi- 
ness confidence. Business will move 
forward — producing more goods, 
and therefore more jobs—if it is 
permitted to face the future with 
only the natural hazards of legiti- 
mate private competition. 

Business confidence needs sym- 
pathetic understanding of business 
problems by government. Such un- 
derstanding will result in the re- 
moval of handicaps to business, pro- 
duction and employment. 

The 1937 business recession shows 
that the welfare of the average cit- 
izen depends on the welfare of in- 
dustry. 

Our nation progresses as indus- 
try stimulates the natural desire of 
people for its products and makes 
those products available to increas- 
ing numbers. When this happens, 
factories prosper. 
prosper, America prospers. 

When factories prosper, the peo- 
ple move on to a higher standard 


‘of living. There are no limits to | 


this progress. 


THE HORIZON STILL BROAD 


Industry believes that there are 


wide new horizons for the Ameri- 
can people. It does not believe that 
we have passed the last economic 
frontier. Never before were greater 
opportunities available to the am- 
bitious and energetic young people 
of any generation. 

Industry is building today onthe 
sound foundation of past experi- 
ence. It is striving to create better 
understanding and _ cooperation 
among the groups in our society. It 
is opening up new worlds through 
research and invention. It is con- 
tinually removing obstacles in the 
road to better living. 

Because the public’s welfare isso 
closely related to that of industry 
—and this has been demonstrated 
in 1937 so that all can see it—the 
American people should know the 
manufacturer’s problems and _ his 
proposals for the future, and the 
principles upon which they are 
based. 


BASIS OF FUTURE PROGRESS 

The onward march of the Ameri- 
can people can be resumed and con- 
tinued only if American industry 
produces more so that all can have 
more. This advance can be assured 
by: 

1. Encouragement of private in- 
itiative—the basis of competitive 
American industry. 

2. Maintenance and extension of 
sound industrial practices by in- 
dustry. 

3. Equitable employment relations 
throughout industry. 

4. Creation of new and broader 
markets. 

9. Constructive efforts to allevi- 
ate depression effects. 

6. Sound government policies. 

7. Cooperation with agriculture. 

8. Peace. 


1.—Encouragement of Private 
Initiative 
American industry is opposed to 
monopolies in production, distribu- 
tion or labor. It believes in free do- 
mestic competition based on private 
initiative and energy. Such com- 


| 


When factories 


4 


petition is needed to stimulate in- 
dustrial activity and_ efficiency. 
Upon it improved living standards 
for the American people depend. 

Competition and individual in- 
itiative can be promoted by: 

1. Opportunity for the individual 
to be rewarded according 
achievement and the risk involved. 

2. An incentive to capital to in- 
vest in both existing and new enter- 
prises. 

3. Limiting government regula- 
tion to the prevention of abuses in- 
imical to the public interest. 

4. Freedom from Federal control 
of prices, wages and hours in manu- 
facturing. 

5. Taxes that are fair 
amount and in character. 

6. Constantly incréasing research 


both in 


to receive in turn from his own cus- 
tomers. 

3. A sound and well defined labor 
policy suitable to the problems of 
the particular company, community 
and industry. Such a policy should 
provide for the free interchange of 
ideas between management and its 
employes on all matters of mutual 
interest, adequate opportunity for 
the consideration and adjustment of 
all complaints, maintenance of good 
working conditions, and fair wages 
for the work performed. 

4. Preservation of credit standing 
and good-will by fair and equitable 
treatment of creditors. 

5. Cooperation with competitors, 
within legal limits, on a basis which 
will assist each unit in the industry 
to operate under high business 
standards and enable the industry 


- as a whole to serve the public effec- 


to his | 


and that the business, 
- should be conducted so as to render 


to produce. new and wanted prod- | 


ucts and new jobs. 

The accumulation of savings by 
individuals and corporations and 
the investment of those savings .in 
constructive enterprises are essen- 
tial to the successful operation of 
our economic system. 
and corporations will invest those 
Savings in productive enterprises 
only if a reasonable profit can be 
anticipated by so doing. 


1l_—Maintenance and Exten- 
sion of Sound Industrial 
Practices 

American industry believes in self- 
analysis. It welcomes change where 
change is desirable. 

It has a record of voluntarily im- 
proving its business methods. It 
seeks to extend its present high 
standards of business conduct. These 
may be summarized as practices 
which provide and promote: 

1. Fair and equitable treatment 
to every customer on a basis profit- 
able both to the seller and the buyer. 

2. Fair treatment of every supplier, 


tively and economically. 

6. Recognition that the property 
of a corporation represents invest- 
ments and risks of the stockholders 
therefore, 


sound service, protect the principal 
and produce a fair average profit, 
with consideration at all times for 


the human factors involved and for | 


the public interest. 

7. Demonstration that the busi- 
ness is a desirable “citizen” of the 
community in which it operates. 

8. Cooperation with and support 
of all the agencies of government in 


- the exercise of their legitimate func- 


Individuals | 


tions. 
I11_—Equitable Employment Re- 


lations 

Steady employment is one of the 
objectives of industrial manage- 
ment. The attainment of this ob- 
jective is best promoted by indus- 
trial peace and cooperation between 
management and employes. 

To further improve employment 
relations, the National Association 
of Manufacturers advocates specific 
employer procedures to promote co- 
operation between management and 
employes and thus achieve em- 
ployer-employe harmony. 

Labor controversies, both actual 
and threatened, retard business. 
American industry advocates the 
following principles for the promo- 
tion of industrial peace and coop- 
eration and advocates such statu- 
tory changes as may be necessary to 
effectuate these principles: 

1. The right of individual em- 


extending the same consideration to | ployes to seek, secure and retain 


—Wide World 
THE ISSUE OF “ISMS” 
William B. Warner, president of the 
National Association of Manufactur- 
ers, as he addressed the opening ses- 
sion of the conference where he called 
for cooperation in a battle against 
Communism and Fascism. 


employment without 
membership or non-membership in 
any organization and to bargain 
individually. 

2. The right of employes to bar- 
gain collectively, either directly or 
through voluntarily chosen repre- 
sentatives, and to determine the 


form of their own organization for | 
| harmful effects. 


collective bargaining. 

3. The right of employes and em- 
ployers to form organizations for 
their mutual advantage. 

4. The right of employes and em- 


ployers to consult freely with each | 


other. 
5. The exercise of all of 


source. 
6. In the process of bargaining, 


- whether it be collective or individual, 


either party should be free to ac- 
cept or reject proposals made by the 
other, provided ‘only that there 
should be a genuine effort on both 
sides to reach a mutually satisfac- 
tory arrangement. 

7. No employer should be penal- 
ized for failure to deal ‘ with any 


regard to 


these | 
rights without coercion from any | 


labor organization organizing. sup- | 


porting or maintaining a strike for 
illegal purposes, or by illegal means 
among his employes. 

8. Employment, promotion and 
retention of employes on the basis 
of merit, with due regard for length 
of service. 


| 


of both employers and employes for 
their commitments and their acts. 

The members of the National As- 
sociation of Manufacturers are op- 
posed to child labor, which virtually 
has been eliminated in manufactur- 
ing. We urge the enactment of Fed- 
eral legislation, using the commerce 


power to support State child labor | 


laws. 

We likewise are opposed to sweat- 
shops, and favor adequate State 
legislation for their elimination 


IV.—Creating New and Broader 


Markets 


The key to Improved American 
living standards is an _ increasing 
flow of products to consumers. 

More desires—more demand—more 
goods—more employment. 


Industry benefits both individuals 
and society by the development of 
new and better products tarough re- 
search, and by stimulating the de- 
Sire for them through advertising 
and other sound means of sales pro- 
motion. 

Improved distribution means mak- 
ing more goods available at as low 
a price as the particular service de- 
manded by purchasers permits. 


V.—Constructive Efforts to Al- 
leviate Depression Effects 


American industry recognizes the 
obligation of all economic groups to 
study recurring booms and depres- 
sions in an effort to reduce their 
The National Asso- 
ciation of Manufacturers is engaged 
in such a long-term study. It urges 


' other groups to join in this con- 


structive effort. 


Great depressions have been the 
result of wars or of public policies. 
They involve international and psy- 
chological aspects which are beyond 
the control of any single govern- 
ment, much less of industry. There 
are some steps that government can 
take, however, to alleviate the effects 
of depressions by the promotion of 


constructive international relations 


and the encouragement of: private 
industrial productio# and employ- 
ment. 


PLANS TO AVERT SLUMPS 
Mindful of its obligation to assist 
in reducing the effects of depres- 


sions, American industry advocates 


for its own observance the following 
policies: 

1. The leveling, so far as possible, 
of seasonal valleys of production 
and employment. 


2. In periods of business expan- 
sion, resistance 


cause price maladjustments’ 

3. In periods of business recession, 
the possible maintenance of volume 
by prompt adjustment in prices and 
costs to conform to buyers’ lowered 
purchasing power. Adoption of such 


a policy may help to. sustain em- | 
ployment, reduce losses and thereby | 


contribute to the general welfare. 
In this readjustment stockholders, 
management and employes must 
share. 

4. Avoidance both of rigid prices 
and rigid costs to the extent con- 
sistent with the character of the in- 
dustry and the interests of employes, 
customers and stockholders. 

5. Analysis by each company of its 
financial structure to determine if 
fixed charges may be reduced; avoid- 
ance of over-capitalization or 


merely on the basis of temporary 
boom orders. 
7. Adequate depreciation charges 


and the writing off of the value of 


obsolete physical property. 

8. Building of adequate reserves in 
forms that can be turned into cash 
readily when necessary. 

9. Using credit to facilitate the 
normal flow of goods rather than 
for speculative purposes or to attract 
unsound credit risks. 


V1l.—Sound Government Policies 


Government policies 
tablish and maintain conditions in 
which trade and commerce can be 
conducted most successfully by pri- 
vate enterprise in the interest of the 
public. 
ment policies which will aid busi- 


for cooperation to. this end. 


American. industry renews its 


pledge of cooperation in the furth- | 


erance of measures which will pro- 


mote the best interests of the Amer- 


can people. 


American manufacturing is pros- | 
perous only when it produces and | 
sélls goods, providing jobs for work- | 


ers. It sees the road to greater pro- 
duction and employment in im- 
proving old and developing new 
products, in attracting private cap- 
ital for both operations and im- 
provements, and by cooperation be- 
tween employers and employes. 


SOME “ROAD CLOSED” SIGNS 


But manufacturers find “road- 


| closed” signs erected at many 


to price advances | 
which tend to restrict buying and | 


fi- 
nancing with borrowed capital be- | 

yond ability to pay. 
6. Avoidance of plant expansion | 


The public needs govern- | 


pos st cee and problems of the Administration and of business and + financed companies and crucifies + 


industry came in for searching examination last week at meet- 
ings in New York of The National Association of Manufacturers and 


of The Economic Club of New York. 


A cross-section of the viewpoints presented is given here in ex- 


cerpts from the addresses. 


Before the Manufacturers 


COLBY M. CHESTER, 
Chairman of Board, National As- 
sociation of Manufacturers; Chair- 
man of Board, General Foods Cor- 

poration 

Is Government prepared to sit 
down with business and labor and 
say in all frankness: “Well, we 
haven't cared much for one member 
of this group, but, after all, we 
haven’t made much headway fight- 
ing. The situation is grave and we 
need most of all to forgive and for- 
get on both sides.” 

The times call for what might be 
termed a coalition Government. A 
house divided against itself cannot 
stand. ... You do not have to draft 
American business in this emer- 
gency. It has already volunteered. 

x * * 

WILLIAM B. WARNER 
President of the Manufacturers’ As- 
sociation and President of the 
McCall Corporation 

The time has come to stop talking 
economics in terms of New Deal or 
Old Deal; Republican or Democrat, 
Communist or Socialist. I don’t care 
what kind of a deal you cali it, when 
you cripple industry in any nation, 
put a damper on initiative, and 
lessen the ability of manufacturing 
to expand employment, that is bad 
economics. We are all Americans 
together and as such must counsel 
together to end this recession. 

x * 
W. W. SHOEMAKER 
Vice President of Armour & Company 

Interests of agriculture and indus- 
try are parallel and indivisibly linked 
together. ... The parallel interests 
show themselves nowhere more di- 
rectly than in the matter of pur- 
chasing power. It is essential to the 
welfare of the manufacturing indus- 
try that the farmers receive fair 
prices for the raw materials they 
produce. ... Both farm and factory 
are equally concerned with compe- 
tition from foreign products im- 


+ 8roups naturally favor the importa- 
tion of commodities not produced in | 
this country which will raise the | 


Standard of living or provide mate- 
rials needed by either. On the other 
hand, both factors need some degree 
of tariff or other protection against 
foreign exploitation of natural re- 
sources, low wages in foreign coun- 
tries, low standards of living. 
x * 


ROBERT L. LUND, 
Executive Vice President of the 
Lambert Pharmaceutical Company 


We manufacturers have not made 
the American people aware of the 
plain fact that while others may 
promise greater material rewards, 
it is only through more wealth be- 
ing produced in factories and on 
farms and from the natural re- 
sources of our nation that these 
promises can be fulfilled. Legisla- 
tion does not produce wealth. 

JAMES A. EMERY, 
Counsel of the National Association 
of Manufacturers 


Prompt clarification of existing 
law to make clear that corporate 
funds expended for expansion, im- 
provement, replacement or con- 
struction would be relieved from the 
undisturbed profits tax, that rea- 
sonable reserves and debt payments 
will escape its clutch, would help 
the immediate situation. 

x * 
MALCOLM MUIR, 
President of News-Week, 

Government should discourage, 
and avoid establishing fixed rigidi- 
ties in our economic system, whether 
in the field of taxes, tariffs, wages, 
Salapies, prices, transportation, 
power, prevention of individual 
progress from one economic level 
to another, or preventing the small 


plant of today from becoming the 
industrial leader of tomorrow 
|The present tax on undistributed 


ported into the United States, both earnings injures well-established and 


their smaller competitors. 
* 
MARK GRAVES, 
New York State Commissioner of 
Taxation and Finance 


Business wants to see large and | 


stable employment, and when Gov- 
ernment adjusts itself to better reg- 
ulations and taxes so as to encour- 
age business to expand production, 
there will be dependable jobs for 
the underprivileged, and not be- 
fore. .. . First, and most important, 


is the repeal of the undistributed 


profits tax. 
x* * 


DR. VIRGIL JORDAN, 


President of the National Industrial | 


Conference Board 


I believe that we are now in a ma- 
jor depression which involves the 
possibility of a breakdown of our 
economic and political organization. 
Whether this consequence will come 
sooner or later is merely a question 
of the kind, the extent and success 
of the efforts that will be made and 
the devices that will be used to con- 
tinue or prolong the inflation which 
was stopped in March of this year. 

x * * 
DR. HARLEY L. LUTZ, 
Professor of Public Finance, Prince- 
ton University 


It has long been apparent to some, 
and it is now becoming clear to 
many that governmental activity of 
the sort that has characterized fed- 
eral operations during the depres- 
sion cannot create large scale, per- 
manent prosperity. ...It is diffi- 
cult to escape the conclusion that 
we are deliberately sacrificing the 
future to gain some temporary ad- 
vantage today, and to cater to those 
whose chief interest is in the de- 
struction of the private economic 
system. 

* * 


DR. EDWARD R. WEIDLEIN, 
President of the American Chemical 
Society and Director of the 
Mellon Institute of Research 


If it were not for the millions of 
opportunities afforded workers in 
the enterprises based on the contri- 
butions of science in years within 
the memory of most of us, we should 
now be faced in the United States 


' with an unemployment problem ap- 
| palling in its magnitude and heart- 
rending in its results.... Every use- 


Checking the Recession: What Industrialists and Officials Suggest 


ful agent in our present life is the « We must develop machinery where- 


product of an industry, and it is only 
through the industries that new 


products of civilization can go to the © 


people. 
* 

DR. KARL T. COMPTON, 
President, Massachusetts Institute 
of Technology 

Science and engineering can ac- 
complish miracles of social and in- 
dustrial progress in the future if 


given financial support in the dem- 
ocratic atmosphere of freedom of in- | 
. itiative, and if business has freedom 


from oppressive governmental pol- 


icies that threaten to tear down the | 


house in order to clear up a few 
spots in the carpet. 
x* * 

DR. ROBERT A. MILLIKAN, 
President, California Institute of 
Technology 
All these schemes of redistributing 
income represent at bottom merely 


modern variants of the age-old | 
game of stealing what someone else | 
| and perhaps it will not be severe. 


has produced, of getting an advan- 


tage for your group at the expense | 


of some other group. The method 


of science is, instead of this, to cre- | 


ate more income. 
* 
DR. ERNEST M. PATTERSON, 


Professor of Economics, University of 


Pennsylvania 


An increasing number of business 
men believe that more money can 
be made by lowering prices and 
making large sales than by main- 
taining or raising prices and selling 
less. I hope more and more branches 
of industry will find that it pays to 
lower prices. 

* * 

EARL CONSTANTINE 
Managing Director of the National 
Association of Hosiery 
Manufacturers 


The economic, social and political 
place 
have 
brought to the front the clear fact 
and 
guidance are essential, and that it 
is the prime function of a national 
trade body to provide this leadership 


changes which 
during these 


have taken 
recent years 


that industry-wide planning 


and guidance. 
=x * * 
L. J. TABER 
Master of the National Grange 


| cooperation or 
| Must answer the challenge of a pros- 


by the farmer can achieve the same 
results. More difficult is the chal- 
lenge to provide that an hour’s labor 
on the farm can be exchanged for 
an equivalent amount of labor in 


| workshop and factory... America | 


must determine .whether it desires 
regimentation. 


perity of abundance or a prosperity 
of scarcity. 
* 

SUMNER H. SLICHTER 
Professor of Business Economics, 
Harvard University 

My analysis indicates that busi- 


| ness every now and then is bound to , 


turn down because prospects for 
profits become unfavorable. 


in a strong technical position or a 
weak technical position. Suppose 
we apply this concept to business. 
If business is in a strong technical 


position when a downturn occurs, | 


the recession will not be prolonged 


* 


DR. LEWIS H. HANEY, 
Professor of Economics, New York 
University 
Employers must fight labor poli- 
tics with politics. But to win, the 
employers’ political action must be 
truly social. In my judgment, if 


the employer will make his politics | 


the politics of general welfare. 

based upon principles accepted by 

economic science, he will do well. 
* 

WILLIAM F. MORGAN, 
Commissioner of Markets of New 
York City 
Labor leaders have. been given 
such a free hand to organize the 


employees of industry and are so | 


well protected by legislation that 


the irresponsible ones are assuming | 


powers never intended by law in an 
effort to increase the membership 


' and swell the funds of local unions. 


* 
GEORGE E. SOKOLSKY, 
Author and Lecturer 


Such an organization as the Na- 
tional Association of Manufactur- 
ers must seek and is seeking a road 
to the cooperative functioning of 
industry. Clog that road and in- 


' dustry cannot move forward. Muddy 
The manufacturer guides his pro- | 
duction to consumptive demands. | 


that road and industry bogs down 


[Continued on Page 17.] 


We | 


We | 
| speak of the stock market as being 


AMERICAN INDUSTRY FOR 1938" + 


9. Legal and social responsibility + 


points. They may be summarized 
as: 

(a) Legislation which reduces in-° 
centive to invest funds, especially 
in the durable goods and construc- 
tion industries. Increased flow of 
Capital investment into private en- 
terprise is essential to expand pro- 
duction and employment. 

(b) Continue@ uncertainty 
volving Federal regulation of ine 
dustry beyond the field of necessary 
public safeguards. 

(c) Policies which have the ef- 
fect of redistributing existing wealth 
and income instead of endeavoring 
to produce more national wealth 
and income. Constantly increased 
individual welfare has for over one 
hundred years been the result of 
private industry producing more for 
distribution to all. 

(d) Taxes which are unduly bur- 
densome both in amount and chare 
acter, which make no allowance for 
Previous losses when taxing profits 
and discriminate against companies 
with widely fluctuating earnings, 
which penalize companies burdened 
with debts, which restrict the 
amounts spent for plant expansion 
and improvement. 

(e) Continued unbalanced Fed- 
eral budget caused by excessive 
government spending. 

(f) Legislation which stimulates 
labor controversies or the threat of 
Such controversies; which does not 
protect employes against any and 
all coercion; which is unfair to em- 


. ployers and under which only they 


| can be guilty of “unfair practices.” 
should es- | 


“ADEQUATE”. TARIFFS ASKED 

(g) Tariff policies which increase 
imports of foreign goods competing 
with domestic industry and labor, by 
extending the benefits of reciprocal 


_ tariff provisions to those not parties 
ness, and calls upon the government | 


to the agreements, giving the bene- 
fits and getting nothing in return. 
Adequate tariff protection is vital to 
American labor; American manufac- 
turers offer their cooperation in the 
endeavor to secure such protection. 

(h) Incréasing government com- 
petition with private enterprise. 

(i) Increasing centralization of 
economic and legislative power in 
the hands of the Federal Govern- 
ment. 

American industry seeks the co- 
operation of all citizens in removing 
these “stop” signals; unless they are 
removed the American standard of 
living will be reduced and a century 
trend of improved living standards 
reversed. 

Industrial freedom cannot exist 
without political freedom. Political 
freedom does not and cannot exist 
where, as in some foreign countries, 
there are personal dictators, where 
minorities have no _ constitutional 
rights, where all private acts are 
Subject to government dictation. 

American industry opposes fas- 
cism, communism or government 
collectivism in any of its forms. 


VII. — Cooperation With Agri- 


culture 

Recognizing that its welfare is 
linked with that of agriculture, 
American industry favors continu- 
ing cooperation between the two 
groups to bring about an equitable 
price relationship and the maxi- 
mum exchange of their goods and 
services. 

Industry believes in the encour- 
agement of owner-operated farms 
in order to promote the national 
welfare. 

The interdependence of agriculture 
and industry, the intimate reliance 
of one upon the other, is proven in 
a number of ways. Agriculture sup- 
plies the foodstuffs and a multitude 
of other materials used in manu- 
facturing industry. Factories not 
only process agriculture materials 
but produce a great quantity of 
commodities used and needed on 
farms. 

Year after year factory pay rolls 
are approximately the same as 
gross farm income from farm pro- 
duction. They rise and fall to- 
gether. Gross value of farm prod- 
ucts and gross value of all factory 
commodities rise and fall together. 
Prosperity for the farm and pros- 
perity for the factory go hand in 
hand. 


Vill._—Peace 


American industry wants peace, 
It is opposed to war. 

People sometimes say that indus- 
try prospers through wars. This is 
not true. In addition to the moral 
issues involved, American manufac- 
turers realize that the losses in hu- 
man lives and injuries are irrepa- 
rable. Wars result in overwhelming 
loads of debt and in subsequent de- 
pressions which more than wipe out 
any apparent profits. 

The manufacturers of the United 
States want international peace. 


THE PLEDGE GIVEN 

Eager, to contribute to the prog- 
ress of the nation, we pledge our full 
support to the principles of this 
platform. 

As industry has progressed in the 
past so has America. 

As it progresses in the future $0 
will America. 
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By Lewis W. Douglas, Former Director of the Budget 


HAILED as an outstanding contribution to efforts to solve the 
nation’s economic difficulties, Lewis W. Douglas’ address last 


week before the Economic 


Club of New York, in which he 


pleaded that the Government, the Republican Party and business 
cooperate in meeting the emergency, attracted nation-wide at- 


tention. 


Particularly noted was his praise of Secretary Hull's tnter- 
national trade program and his advice to the Republican Party to 
abandon its high-tariff policies, although Mr. Douglas, a Demo- 
crat, held the Administration largely responsible for the business 
recession because of its attack on business, among other factors. 

Mr. Douglas, now president of McGill University, Montreal, 
has had a distinguished career, in and out of the Government. 
A successful business man, he served in Congress as member-at- 
large from Arizona, and resigned on March 4, 1933, to become 


Director of the Budget. 


Disagreement with the Administration 


_ over fiscal policies led to his resignation in 1934. His address is 


presented in full text: 


+ 
T WAS not so very long ago that 


security markets were booming, 
industrial production was increas- 
ing, employment was rising and 
American markets were attracting 
capital from all corners of the globe. 
It was the prevailing view that re- 
covery was here. 

But within the short span of a 
few months the scene has shifted. 
Indeed, it has changed violently. 
Security markets have received a 
severe shock; industrial production 
has fallen abruptly—in fact, the 
fall has been more abrupt and con- 
tinuous than anything of which we 
have a record, and unempioyment is 
increasing at a distressing rapid 
rate. 

In some quarters the view is seri- 
ously held that the recent past and 
present movement is merely correc- 
tive; that what we are now experi- 
encing cannot develop into a deep 


depression, because, it is believed, | 


none of the factors which caused the 
depression of 1929 is to be found in 
1937. 

But this view. is. I think. inac- 
curate, because it does not give ap- 
propriate consideration to the very 
great differences which distinguish 
the present from the past. 


‘ARTIFICIAL STIMULANTS’ 

Essentially, insofar as the United 
States is concerned, the recent period 
of rising business activity, increased 
production, declining unemployment, 
rising security markets was caused 
by artificial stimulants to individual 
consumption. 

Deficit financing; the policy of 
priming the pump; the tax struc- 


ture, designed to effect—in fact, it | 


accomplished—a distribution of in- 
come into the hands of those who 
spend it for consumable goods; a 
movement, supported by law, to 
establish wage rates which have no 
relation to productivity; and per- 
haps the excessively onerous liabili- 
ties under the Securities Act, have 
all had the effect, on the one hand, 
of increasing individual expendi- 
. tures for what may generally be 
termed consumers’ goods, and on 
the other, of reducing the expendi- 
ture of savings for capital invest- 
ment in productive enterprise. 


The indices of production, broken 
‘down into their respective parts, and 
the absence of new capital issues, 
bear uncontrovertible evidence to 
support this conclusion. 

At the same time that the Fed- 
eral Reserve Board index of. indus- 
trial production was approximately 
as high as it was at its peak in 1929, 
the dollar value of contracts award- 
ed for construction of all types— 
public as vell as private—was but 
one-third of what it was in 1928. 


MOST ‘VULNERABLE’ RECOVERY 

Thus, we enjoyed the most deli- 
cate sort of an inflationary recovery, 
confined, not wholly, to F sure, but 
nevertheless very largely, to the in- 

ustries which produce articles 
which are more or less speedily con- 
sumed. 

This recovery was destined and 
proved to be extremely vulnerable. 


A series of maladjustments de- 
veloped. Some of them appeared in 
the early winter of 1937. Rising 


costs and prices, largely caused by 
political action, unaccompanied by 
an increase in public spending anda 
greater investment of private capi- 
tal, had the effect of reducing the 
money available for individual con- 
Sumption, and ‘Yrought to a halt 
what at one time seemed to be the 
beginning of a period of investment 
in construction. 

At the same time, the attempt to 
remold the composition and thus to 
change the functions of the Su- 
preme Court was construed in some 
quarters as a direct attack upon the 
form of government respected in 
this Republic since the date of its 
birth. Indeed, by many it was 
‘hought to be, in its implications, 
an effort to change the fundamen- 
tals of the American social and eco- 
nomic structure. 

When the philosophy which was 
implicit in the sit-down strikes was 
‘not rejected by the Administration, 
these suspicions grew. Here, it 
seems to me, are he fundamental 
Causes of the present recession. 

But more than this, the recession 


is occurring in an environment 
wholly unique in modern experience. 
Thus, the past provides no guide to 
the significance of present events. 


IN AN UNCHARTED FIELD 

Quotas and tariffs, subsidies and 
special privileges, depreciation of 
currencies and exchange restric- 
tions, have had the effect of pro- 
gressively restricting world markets 
to national areas. 

Duwi the 69 years which pre- 
ceded the breakdown of 1929 and 
the universal adoption of a new type 
of currency management, the world 
as a whole enjoyed relatively free 
and open iarkets. 


To be sure, they were being slow- 
ly impaired by the growth in the 
United States of that peculiar sort 
of a subsidy known as a tariff, and 
by a slow change in the direction 
of public policy toward protection 
everywhere in Europe. 

But by and large, because costs 
were relatively flexible, because pro- 
tection had not gone to its recent 
extremes, because there was a stable, 
constant international currency, it is 
safe to say that nationals of one 
country enjoyed a far greater de- 
gree of freedom than they enjoy 
today to exchange with the nation- 
als of other countries the products 
of their effort. 


WORLD MARKETS RESTRICTED 

Even during the postwar period, 
when the policy cf economic nation- 
alism was everywhere gaining sup- 
port and was carried to foolhardy 
excesses in public policy here, the 
volume of foreign lending—effective 
but temporary palliative though it 
was—operated to keep broad world 
markets relatively open. 

Today, however, notwithstanding 
the persistent, heroic efforts of the 
Secretary of State, exchange restric- 
tions, in some instances almost bru- 
tally imposed—quotas, tariffs, the 
absence of a world currency—and 
the dearth of international loans— 
all together, are having the effect 
of restricting to narrow national 
areas the markets which were once 
world-wide. 

This gradual shrinking of markets 
has been made doubly bad by a 
slow but steady impairment of the 
freedom of the purely naticnal mar- 
kets. In ever-expanding areas of 
economic activity, here and else- 
where, prices of goods, service, and 
capital are being fixed — fixed by 
monopolistic practices—employed by 
unenlightened industrial manage- 
ment on the one hand, by equally 
unenlightened labor organizations 
on the other, and by agents of gov- 
ernments themselves. 


WIDE NATIONAL SPENDING 

Thus the flexibility which former- 
ly encouraged adjustments to new 
circumstances is becoming progres- 
sively more difficult. 

During the pre and postwar pe- 
riods, unbalanced as were the bud- 
gets of many countries at various 
periods, the public expenditures of 
at least a few of the world powers 
were well under control and in bal- 
ance with revenues. 

Today, almost everywhere, public 
deficit financing is being pursued on 
an unprecedented peacetime scale. 
In most cases, indeed, as a very poor 
and inadequate substitute for the 
support which formerly was derived 
from relatively free, broad markets, 
the public credit is being used as a 
device for supporting national pros- 
perity. 


FATE OF PRIVATE ENTERPRISE 

The course of public policy during 
the whole period since the industrial 
revolution encouraged a_ vigorous 
private enterprise. Indeed, there 
was but little if any thought of any 
other sort of enterprise. And what 
little existed was not persuasive 
against the strength of the tradi- 
tional views. 

It may, I think, be argued with 
great force that private enterprise 
was encouraged by publie acts to 
proceed in unfortunate directions, 
to develop certain practices which 
give cause for a tempered public 
distrust, and it may be said, too, that 
Management personnel accepted 
certain conclusions which were 
drawn from false premises. 

But whether this be true or un- 
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true, the fact remains that the urge 
of the individual to produce useful 
eoods formerly was not discouraged, 
if, indeed, it was not actively en- 
couraged. The whole fabric of the 
political structure was one in which 
man’s creative genius was unre- 
strained. 

To this the course of public poli- 
cy today presents a striking con- 
trast. The restriction of markets 
and the impairment of their free- 
dom reduce very: greatly the area in 
which private enterprise may op- 
erate. The threat of inflation in- 
herent in the world-wide resort to 


deficit financing, the uncertainties 
which arise out of the knowledce 
that at any moment the standard 


of value may be arbitrarily changed, 
and that any one of a vast array of 
acts may be suddenly taken by per- 
sonal governments vested with great 
power, create an atmosphere in 
which private enterprise hesitates 
to operate. 

The prevailing subsidization by 
direct and indirect public grants of 


» in other democratic countries, have # wholly contrary to the American 
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weakened the system of traditional 
private effort and have not substi- 
tuted for it a system of vigorous 
collective effort—perhaps because, 
among other things, vigorous col- 
lective action and democratic proc- 
cesses are incompatible. 

Thus with a.private enterprise 
shorn of its strength on the one 
hand, and with collective enterprise 
almost wholly dormant on the other, 
we cannot escape the conclusion— 
an exaggeration, of course, but sub- 
stantially true nevertheless — that 
there is today n9 enterprise at all. 


FORESEES POSSIBLE CHAOS 

If it is permitted to continue, the 
recession which has begun may well 
cather momentum as it It 
may even carry the whole group of 
democracies in its wake. For ina 
world as integrated and as disturbed 
as is the one in which we live, the 
collapse or disintegration of its 
greatest market must have very 
profound consequences everywhere. 
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practically every group in society is 
resulting in what Newton Baker has 
called “the decay of self-reliance.” 


ROLE OF PRIVATE CAPITAL 

No matter how vigorous a man 
may be—no matter how great may 
be his desire to add to the services 
and goods available to society—he 
must be able to obtain the necessary 
tools and working implements. In 
any system organized around pro- 
auuctive enterprise, the investment of 
capital—savings made out of goods 
and services already produced and 
rendered—is one of the essential 
implements of production. No 
house can be built without it; no 
new enterprise can be started with- 
out it: no old enterprise can be 
renovated without it; no people can 
be employed without it. 

Yet, when viewed as a whole, the 
structure of taxation in our country 
has substantially reduced the sup- 
ply of this very important—indeed, 
absolutely necessary—implement of 
enterprise—an implement which 
must not be confused with bank de- 
posits created by deficit financing. 


EFFECT OF HIGH TAXATION 

The point here is not that there 
should be no income and inherit- 
ance taxes, but that the system of 
taxation should permit and encour- 
age the accumulation of savings 
and should offer at least some in- 
centive for its employment in the 
production of the multitude of goods 
which mankind desires. This, to a 
great extent, is precisely what our 
present system of taxation does not 
do. 

And, most important of all, it is 
the prevailing view, justified by pub- 
lic acts and expressions of high of- 
cials, that government regards pri- 
vate enterprise as an evil, dishonest 
and wholly predatory thing. The 
very force in society which under 
appropriate circumstances can pro- 
vide employment and produce the 
things which satisfy its wants is 
viewed as a creature of illegitimate 
lineage and unholy intent. 


Thus the present recession is oc- 
curring in an environment wholly 
foreign to any of which the modern 
world has knowledge. It is an en- 
vironment which necessarily has 
impaired the vigor of private eater- 
prise. 


‘DECAY OF SELF-RELIANCE’ 

It is an axiom of human experi- 
ence that men cannot exist without 
enterprise. The things he needs in 
life are not dropped from the heav- 
ens. They are the result of effort. 
Governments everywhere in some 
degree, but here perhaps more than 


Hence in the absence of a deter- 
mined and unmistakable change in 
the course of public policy, what we 
are now witnessing may gradually 
assume the proportions of a world- 
wide economic depression. 

The trend will not be an even 
one. Indeed, at intervals’ there 
probably will be periods of quite 
marked recovery. They will, how- 
ever, only obscure the underlying 
course and postpone the ultimate 
day of reckoning. 

The peace of Europe today is be- 
ing maintained, not by respect for 
treaties, not by the force of reason, 
not by a “balance of power,” but by 
what may be called a balance of 
weakness. 

Neither the democracies, on the 
one hand, nor the autocracies on the 
Other, are strong enough to engage 
in a short, sharp and decisive war— 
the only kind if, indeed, there is 
any kind at all, out of which a vic- 
tor may emerge. 


FUTURE OF DEMOCRACIES 

An economic recession of serious 
proportions would, I think, be felt 
first in the democracies and with 
ereater force, primarily because in 
them the rigid controls of ‘the au- 
tocracies do not and cannot within 
the framework of democracy exist. 

And because, too, in some of the 
autocratic states there has been de- 
veloped what has been termed a 
sort of “pagan religion” which in- 
spires men and women to undergo 
oreat sacrifices in the name of the 
State. 

Thus a serious economic depres- 


sion would have the effect of 
further weakening the democracies, 
relatively strengthening the _ posi- 


tion of the autocracies and influenc- 
ing then. to be at least far more ar- 
rogant than they so far have dared 
to be. 

Stated in a different way, a seri- 
ous economic depression in the de- 
mocracies of the world will certc 1- 
ly accentuate the intensity of the 
controversy between the civilization 


in which men’s spirit has been liber- ' 


ated and the civilization in which it 
has been imprisoned. 

These are, I think, the conse- 
quences of a continuition of the 
present policies—policies which, as 
I have said, weaken the vigor of pri- 
vate enterprise and do not substitute 
for it, if indeed there is any substi- 
tute for it, a vigorous collective en- 
terprise. 
ROAD TO COLLECTIVISM 

The road to vigorous collectivism 
is long and tedious, paved with so- 
cial disturbances of great magni- 
tude and intense poverty. It is 


tradition. It is completely incom- 
patible with our concept of th> kind 
of society in which man may re- 
main free. It is not at all certain 
that it can ever be attained. 

Thus either the vigor of private 
enterprise must be restored, or there 
is to be no enterprise whatsoever. 

To assume that it cannot be re- 
vitalized, that it has lost its 
strength forever, is to accept the 
philosophy of despair. This I re- 
fuse to do. 

PLEA TO BUSINESS MEN 

And so, though as an individual 
citizen I have no particular right to 
do what I am about to do, I trust 
you will not consider it inappropri- 
ate—for what I say springs from 
very deep feelings—if I make a 
plea—a plea to business men, to 
members of the Republican Party 
and to the Administration, that they 
meet the present “serious occasion 
with grave emotions.” 

To hope—I know of none who en- 
tertain this hope—that the present 
recession may continue because per- 
haps it may throw the present Ad- 
ministration out of office, is to mis- 
understand completely the serious- 
ness of the present issue. 

To make use of home petty po- 
litical questions as the vehicle in 
which an opposition party may ride 
into power is to misunderstand the 
gravity of present events. 

To proceed on the assumption 
that there is a conspiracy to de- 
stroy the present Administration 
by private encouragement of the re- 
cession is to imagine an amount of 
private power which is wholly non- 
existent. 

May I suggest that business men 
see the significance of the very 
courageous efforts which the Secre- 
tary of State is making toward the 
widening of markets; to understand 
that it is folly of the highest order 
to expect a world organized to pro- 
duce and distribute a very vast 
quantity of goods, to exist with any 
degree of happiness, prosperity, or 
freedom, within markets which 
have been reduced to the narrow 
limits of national boundaries? 
PRICE THAT MUST BE PAID 

To be sure, the process of enlarg- 
ing markets may inflict pain on cer- 
tain groups. But will they not be 
willing to suppress their own private 
interests for the benefit of the pub- 


lie welfare? 


Will they not see that synthetic 
economic independence attained 
only—if, indeed, it can be attained 
at all—by unnatural and costly pro- 
duction of goods, is essentially an 
impoverishing movement? 

Will they not see that the freedom 
which they seek, the stable currency 
which they demand, are wholly in- 
compatible with the exchange re- 
strictions, the internal regulation of 
prices and activities which neces- 
sarily accompany closed economics? 

Will they not see that intolerance 
of racial origins, degredation of re- 
ligious freedom, decay of intellectu- 
al inquiry, are the handmaidens of 
isolation? 

Will they not, if they be doubtful, 
cast their eyes across the seas and 
examine there the consequences of 
exactly this policy? 


TRADITIONS OF THE G. O. P. 


And may I also suggest that the 
Republican Party re-examine its 
traditions? Will it not see that ifa 
subsidy is to be granted to one 
group, as a matter of ordinary 
justice it is impossible to withhold 
Subsidies from other groups? 

Will it not conclude, as, indeed, I 
think it must conclude, that a na- 
tion so subsidized is a nation ulti- 
mately controlled and regulated by 
government itself? 

Will it not see, as I think it must 
see, that an important economic 
treaty of real substance with the 
other great English speaking na- 
tions of the world is today the most 
practical and effective step which 
can be taken toward preserving the 
peace of the world? 

May I not say to the members of 
the Republican Party that it is no 
crime to confess error; that the 
Only crime is to continue to commit 
it? 

PLEA TO THE ADMINiSTRATION 

And will not the present Admin- 
istration divest itself of its sus- 
picions, discard its theory that busi- 
ness is malicious, enterprise dis- 
honest? 

Wil! it not recognize that the cre- 
ation and production of goods for 
compensation, in the interests of 
humanity, for which it professes 
such deep sympathy, is, indeed, a 
very dignified and honorable profes 
sion? 

Will it not proceed from this point 
to do those things, difficult though 
they may perhaps be, which wili re- 
vitalize this vgry dignified, honor- 
able and necessary profession? 

Will it not, with a show of unques- 
tionable determination and earnest- 
ness, demand a modification by the 
Congress of the tax structure so as 
to permit of the formation of capi- 
tal? 

Will it not see that private enter- 


+ prise cannot operate—indeed, that end, will impose exactions far more 


no enterprise can operate vigorous- 
ly—without this essential implement 
of production? 

Will it not see that frozen mar- 
kets have the effect ultimately of 
increasing the number of the under- 
privileged? 

Will it not see that to establish 
wage rates which bear no relation 
whatsoever to productivity, that to 
cstablish prices by arbitrary exer- 
cise of power whether private or 
public, is to make a people pay more 
for the very essentials of subsist- 
ence—to reduce the standard of liv- 
ing rather than to raise it? 

Will it not consequently under- 
take, temperately, perhaps, but un- 
dertake nevertheless, to pursue a 
policy directed toward a greater 
freedom in the markets for services 
as well as for goods and capital? 


JUSTICE FOR THE UTILITIES 

And will not the Administration 
modify its attitude towards the 
utility companies? It is not neces- 
sary to acquiesce in some of the 
practices employed by some ofthe 
utilities—perhaps by many of the 
utilities if you wish—during the 
postwar period. But will it not, 
without abandoning its criticism 
of these practices, change its atti- 
tude so that this great industry, 
now prepared, I understand, to 
spend many hundreds of millions 
of dollars, with specifications 
drawn and definite plans drafted, 
may make the capital investments 
and create productive employment 
without thought of reprisal or fear 
of destruction by the Government 
itself? 

Will not the present Administra- 
tion continue in its avowed pur- 
pose to regain control of expendi- 
tures, and, coupled to this purpose, 
return to the Congress of tthe 
United States its legal prerogative 
—to determine the ways in which 
public moneys may be expended— 
and thus by a process of temperate 
management and wise control 
bring down the present level of ex- 
penditures? 


SEES PERIL IN DEFICITS 
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To take the opposite course. to re- 
sume large spending in an effort to 
turn this recession, will only put off 
the day of reckoning and, in the 


_ mistakably clear that it is its pure 
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onerous than those we meet today. 
Will not. the Administration, in 

short, by a series of specific acts un- 

dertaken in good faith, make it une 


pose to restore the conditions un- 
der which enterprise may begin to 
re-employ the idle? 

Will it not rekindle that spirit of 
self-reliance for which Americans 
everywhere have been famous? 


It is not here suggested that there 
is no room for temperate reform of 
certain of the practices which have 
permeated the business world 
throughout the last 70 years. There 
are, indeed; reforms which should 
be made. Not now, perhaps, because 
the issue between authoritarianism 
on the one hand and democracy on 
the other, is far too serious an issue 
to lose merely for the purpose of 
making changes which, important 
though they may be in themselves, 
are, relatively speaking, unimpor- 
tant when compared with the great 
questions now confronting civiliza- 
tion. 


ASKS TEMPERATE REFORM 

But if, perchance, the Admin- 
istration feels that there still are 
some reforms, will it not follow 
that old axiom first pronounced, I 
think, by Talleyrand, who, rascal 
though he may have been in pri- 
vate life, in some respects was a 
person of great understanding: 
“Any reform, to be effective must be 
temperate.” 

Will not the Administration now 
face the present crisis with that 
same spirit of kindliness, and con- 
ciliation with which Abraham Lin- 
coln faced his second term and with 
which, had he lived, he would have 
faced the problem of reconstructing 
a distressed South? 

To deal in suspicion and hatred 
is to revert to barbarism. To deal 
in restraint and reason is to be 
civilized. 

This is the challenge of today— 
to demonstrate that the United 
States is not, as one of the autocrats 
has put it, one of the “reactionary” 
and “degenerate democracies,” but 
rather a country of self-disciplined, 
rational beings wholly competent to 
face the future with complete confi- 
dence and faith in its destiny. 
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160-SECOND W 
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IRST impressions are important— 
Fiiwes why men who value social 
and business success are ever watch- 
ful of their looks. They know well- 
groomed hair reflects a rightful pride 
in their appearance. And to give their 
hair the proper care, to keep it neat 


and handsome, they use Vitalis. 


Just apply Vitalis to the scalp with 
a brisk massage. Circulation speeds 
up—the tight, dry scalp is aroused— 
hair responds with a healthy, good- 
looking lustre. The pure vegetable 
oil of Vitalis helps replace needed 
oils. Loose dandruff is routed. Vitalis 
and massage assists in giving you a 
handsome head of hair...a credit to 


your appearance. 


Start today to use Vitalis and the 
“60-Second Workout.” Get a bottle 


of Vitalis at your druggist. 


VITALIS 


HELPS KEEP YOUR HAIR 
HEALTHY AND HANDSOME 


50 seconps to rub—circula- 
tion quickens—needed oil is re- 
placed—your hair hasa chance! 


@ 10 seconnstocomband brush 
-your hair has a lustre—no un- 
welcome “patent-leather” look. 


ASK YOUR BARBER for 
genuine Vitalis in the 
new sanitory Single- 
Application Sealtube. 
Where you see this seal, you are 

assured the same genuine Vitelis 

you use at home. 
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Fall of China’s Capital City. 
Italy ready to quit League. 
Shifts in our diplomatic 


corps. 


HE iron jaws of Japan’s military 
machine closed around Nanking 
last week. 

After surrounding the walled Chi- 
nese capital city, which refused de- 
mands surrender, Japanese 
troops battered down one of the 
principal gates and stormed 
through. There was fierce street 
fighting during a night of terror 
under a sky reddened by the glow 
of hundreds of burning buildings, 
kindled by the hail of fire and death 
poured down by attacking planes. 
Thus the invaders swiftly achieved 
what had been their main military 
objective since the capture of 
Shanghai. 

Generalissimo Chiang Kai-shek’s 
flight from the doomed city to Han- 
kow stirred unconfirmed rumors, | 
welcomed in Tokio, that he might be | 
planning to relinquish control to a | 
new administration that might sue | 
for peace. | 

Stubborn Chinese military resist- | 
ance continued to be offered, how- 
ever, and in areas from which 
China’s armies were compelled to 
retreat, they left destruction in their 
wake, to prevent supplies and any- 
thing of military advantage from 
falling into hands of the enemy. 

At Tokio, celebrating the Nanking 
victory, the army’s view that the 
fighting must go on till all vestiges 
of Chinese resistance are crushed 
was given formal approval by the 
Japanese cabinet. The cabinet is 
reported to have ruled out media- 
tion efforts by other powers as — 
means by which China might escape 
the unconditional submission that | 
the Japanese military leaders de-. 
mand. 


FAR EAST POLICY DEFENDED 

The House Foreign Affairs Com- 
mittee last week headed off an 
attempt to quiz President Roose- 
velt regarding non-invocation of 
the Neutrality. Act in. the Far 
Eastern situation. The House 
tabled a resolution offered by Rep- 
resentative Case (Rep.), of South 
Dakota, who sought to have Mr. 
Roosevelt answer whether the pres- 
ent armed conflict in China did not 
constitute a state of war that should 
require putting the neutrality law 
into effect. 

Secretary of State Hull intervened 
with a letter to Committee Chair- 
man McReynolds (Dem.), of Tennes- 
see, parrying the Case questions 
with the statement that ‘neither the 
Chinese Government nor the Japa- 
nese government has declared war 
on the other” and so the President 
“has not found that there exists a 
state of war.” Mr. Hull submitted 
reports on the amount of war ma- 
terials shipped from the United 
States to both nations engaged in 
what is officially construed to be not 
a war. 

Unsatisfied with Mr. Hull’s replies, 
Mr. Case retorted that “the Neutral- 
ity Act should be amended, repealed, 
or observed—it should not be ig- 
nored.” While several Senators fa- 
voring action under the neutrality 
law were reportedly preparing to 
press their views at the White House, 
there have been introduced for pos- 
sible Congress consideration several 
resolutions designed to strike at 
Japan as the aggressor. A joint reso- 
lution by Representative Lewis 
(Dem.), of Maryland, would author- 
ize the President in cooperation with 
other nations to join in a quaran- 
tine of Japan. A similar resolution 
by Representative Scott (Dem.), of 
California aims to “withhold further 
aid to the aggressor and to assist the 
victim.” Another proposal by Rep- 
resentative O’Connell (Dem.), of 
Montana seeks to amend the Neu- 
trality Act to make its restrictive 
provisions apply only to nations 
found guilty of aggression. 


CRITICS OF BRAZIL REBUKED 
While Mr. Hull was defending 
American Far Eastern policy, Un- 
der Secretary of State Sumner 
Welles, in a Washington address, 
discussed policy with regard to 
Latin-America. He sharply rapped 
press critics who had professed to 
see the hand of fascism in the re- 
cent dictatorial coup of President 
Vargas suspending the constitution 
of Brazil and abolishing the na- 
tional legislative body and political 
parties. It was a mistake, Mr. 
Welles said, to interpret the coup as 
“a complete departure from the 
democratic traditions of the West- 
ern Hemisphere,” for the “princi- 
ples of democracy” continue to be 
“instinct in every nation of the 
Americas,” and commentators in 
the United States should withhold 
unfriendly criticism of such events. 
It appeared, however, that the 
new developments in Brazil had 


embarrassed chances for Congress » claims for adequate compensation y ber of Commerce at Berlin, and dur- + United States, 
been 


approval of State and Navy Depart- 
ment plans to loan a number of 
American Navy destroyers to Bra- 
zil. While Mr. Welles was denying 
fascist implications in the new Var- 
gas dictatorship, Interior Secretary 
Ickes in a New York City speech 
last week against fascism declared: 
“We have seen dictatorships in other 
lands reach out and destroy con- 
stitutional democracies. . . . We 


have discovered that fascism has 
not been quarantined, but that it is 
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—a thrust believed to have 
directed at recent seizures of prop- 
erty in Mexico. 


TWO U. S. ENVOYS RETIRE 
Changes in two major American 
diplomatic posts at key points in 
Europe impended last week with 
retirement. of Ambassadors Robert 
W. Bingham and William E. Dodd. 
Mr. Bingham, Louisville newspa- 
per publisher, is quitting as Ambas- 
sador to Great Britain because of ill 
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PERSONA GRATA? 


Frese Ambassador to Germany, William E. Dodd (left), 


has tendered his resignation to the President. 


His successor 


is expected to be Assistant Secretary of State Hugh R. Wilson 


(right), veteran displomat. 


Utterances by Ambassador Dodd on 


German policies is believed to have made him persona non grata 
to the Reich. 


capable of leaping wide oceans.” 

While denying a fascist aspect in 
the Brazil dictatorship, Mr. Welles 
gave warning, in the spirit of the 
Monroe Doctrine, that “any attempt 
on the part of non-American powers 
to exert through force their political 
or material influence on the Ameri- 
can continent would be immediately 
a matter of the gravest concern, not 
only to the United States, but to 
every other American republic as 
well.” 

He also warned that when prop- 
erty of United States citizens is 
condemned and taken over by for- 
eign governments, the American 
Government would .back citizens in 


health. Joseph P. Kennedy, chair- 
man of the United States Maritime 
Commission, is mentioned as _ his 
probable successor. 

Hugh R. Wilson, a veteran “career 
diplomat,” now Assistant Secretary 
of State, and formerly Minister to 
Switzerland, is expected to succeed 
Dr. Dodd, who in 1933 left a pro- 
fessorship of history at the Univer- 
sity of Chicago to become America’s 
envoy to Germany. At Berlin Am- 
bassador Dodd was known to have 
found himself out of sympathy with 
the present Nazi regime. Shortly 
after assuming his diplomatic post, 
he denounced dictatorships in a 
speech before the American Cham- 


CHINA'S 


FATE 


IN THE BALANCE: 


OUR FAR EAST POLICY UNDER FIRE 


ing the 1936 presidential campaign 
took a slap at fascism in a letter 
warning that a fascist dictatorship 
financed by a billionaire, whom he 
did not name, might arise in the 
United States if President Roose- 
velt’s recovery program was de- 
feated. 


ITALY QUITTING LEAGUE 

Italy’s formal withdrawal from the 
League of Nations was reported to 
be imminent last week. For the 
last year and a half, ever since the 
League attempted to impede Musso- 
lini’s designs of conquest in Ethi- 
opia, Italy has been a non-partici- 
pant member of the League. Full 
severance of Italian connection with 
the League, it was expected, would 
be merely symptomatic of the wid- 
ening breach between fascist and 
democratic nations. 

It was apprehended that Italy’s 
action might presently be followed 
by withdrawal of a number of other 
states, especially Yugosiavia and 
some South American nations be- 
lieved to be under pressure from the 
European totalitarian regimes’ to 
pull out at Geneva. Some French 
commentators aired the view thata 
riva) fascist league may soon be in 
the making, based on the tri-partite 
“anti-communist” pact that now 
unites Italy, Germany and Japan. 


France’s Foreign Minister Delbos 
was off last week on a good-will tour 
to Warsaw. Bucharest, Belgrade and 
Prague, designed to re-cement French 
relations with Poland'and with the 
Little Entente powers. Meanwhile 
Premier Stoyadinovitch of 


mier Mussolini. The most important 
Subject reportedly discussed was the 
aspirations of Hungarian. minorities 
in the Little Entente nations, whose 
cause Mussolini has ¢spoused. Ital- 
ian circles professed to believe that 
progress had been made in attract- 
ing Yugoslavia toward the Rome- 
Berlin axis of fascist powers. 


SPANISH WAR SLOWS DOWN 


While heavy rains and snow im- | 


peded military operations in Spain. 
Gen. Pranco last week still heid off 
launching his threatened major of- 
fensive, though Madrid and Barce- 


lona were subjected to renewed air 


attacks. Countering foreign press 
reports that the Spanish govern- 
ment was nearing the end of its re- 
Sistance, Spain’s Ambassador to the 


Rios, at a press conference last week 
predicted eventual victory for the re- 
publican forces and declared the civil 
war was being prolonged only by 
foreign interference, with approxi- 
mately 100,000 Italians and 20,000 
Germans in the rebel fighting forces 
and large quantities of military 
equipment supplied from Italy and 
Germany, in spite of these nations 
being parties to the nowg-interven- 
tion agreement. 


RUSSIA’S NATIONAL ELECTION 


Russia last week witnessed the 
climax of its first national election 


| campaign under the new constitu- 


tion, with official appeals for a iarge 
vote to make the election a “mobili- 
zation” of solidarity to impress the 


Dr. Fernando de los # rest of the world with Russian popu- 


lar support of the Stalin regime. 
The election will generally be hardly 
more than a rubber-stamping pro- 
cedure, since in nearly every district 
there will be only one candidate to 
the Supreme Soviet (Parliament) for 
the voters to approve, with no means 
of registering opposition. 

Counterink Dominican official at- 
tempts to minimize what were 
characterized as “border clashes,” 
President Vincent of Haiti last week 
declared that at least 8,000 Haitians 
had been victims of ‘‘mass murder” 
in Santo Domingo since October. 
Representatives of these two island 
republics and of Cuba, Mexico and 
the United States have met in 
Washington in an effort to mediate 
the controversy. 


Yugo- | 
Slavia conferred at Rome with Pre- | 


After office...after dinner 
stick with 


JOHNNI 


coat. 


proof. 


VALK 


Start the evening right with a 
short Johnnie Walker before 
dinner. Keep it right with a 
long Johnnie Walker after. /t’s 
sensible to stick with the genial 
gentleman in the famous red 


* Red Label is all 8 years old; 
Black Label, 12. Both are 86.8 


JOHNNIE WALKER 


BLENDED SCOTCH WHISKY 


BORN 1t820 
going strong 


CANADA DRY GINGER ALE. INC., NEW YORK, WN. Y.; SOLE DISTRIBUTOR 


KEEP YOUR THE ROAD 


DRIVE THIS NEW MODERN WAY- 


with OLDSMOBILE'S NEW SAFETY INSTRUMENT UNIT and SAFETY DASH 


STEP AHEAD AND 


BE MONEY AHEAD! 
DRIVE AN 


ERE’S the newest, the greatest 

forward step in safety offered 
by any motor car this year... 
and you get it only in Oldsmobile! 
Oldsmobile’s new Safety Instru- 
ment Unit groups the controls, 
speedometer and gauges in a hand- 
some, raised assembly directly in 
front of the wheel. You can read 
the dials without turning your 
eyes... without taking your 
attention from the road. Oldsmo- 
bile’s beautiful new Safety Dash 


is free from the hazards of sharp, 
projecting knobs and handles, 
thus eliminating a possible source 
of injury to front seat passen- 
gers in case of sudden stops. 
Take a trial drive in a 1938 Olds- 
mobile Six or Eight. See for 
yourself how Oldsmobile’s Safety 
Instrument Unit and Safety Dash 
combine with Oldsmobile’s many 
other features for safety to give 
you the fullest measure of pro- 
tection you have ever enjoyed! 


A DISTINGUISHED 


SETTING 
FOR GAY HOLIDAY PARTIES 


Featuring the return engagement of 
ALECTEMPLETON, celebrated entertainer 


at the piano...Mr. Templeton nightly 
presents a new series of his brilliant 
improvisations and amusing mimicry 
... At dinner and supper with the 
beautiful VIENNESE SINGERS...Versatile 
Dorortny FOx, satirist of the dance... 
Superb music by AL DONAHUE and his 
famous orchestra... EDpre LE BARON'S 
popular tango-rhumba band... 6:30 
until 3 A.M. nightly, except Sun- 
days .. . COCKTAIL LOUNGE open from 
3:30 o'clock... Call CIrcle 6-1400. 


ROCKEFELLER CENTER ROOF 


Calmar Line 


Weekly service from 
BALTIMORE ond PHILADELPHIA 
to 

LOS ANGELES 
SAN FRANCISCO 
OAKLAND 
ALAMEDA 
RICHMOND 
PORTLAND 
SEATTLE 
TACOMA 


Agents 
SWAYNE & HOYT. LTD. 
Pacific Coast 


MOORE & McCORMACKE, INC. 


East Coast 


Calmar Steamship Corp. 
25 Broadway. New York 


inf 


The Plaza is the unanimous 
choice of those discriminat- 
ing travelers who are satis- 
fied with nothing but the 
best. You enjoy the spaci- 
ous rooms which bid you 
cheerful welcome... the ex- 
cellent service and tempt- 
ing cuisine... and the Per- 
sian Room with its superb 
entertainment featuring 
Eddy Duchin and his or- 
chestra and Paul Draper. 
Facing Central Park, the 
Plaza is ideally located. 
Subway station at hotel and 
5th Ave. buses pass the door. 


Henry A. Rost, President and Managing Director 
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TITLE REGISTERED U. S. PATENT OFrice 


LEON JOUROLMAN, JR. 


By PROF. C. O. RUGGLES 
Professor of Public Utility Manage- 
ment, Harvard University 
[Continued from Page 5.] 


that decision would have materially 
decreased railroad traffic. 

So long as prices do change from 
time to time, and so long as striking 
economic changes occur because of 
advances in the arts, rate bases or 
rates of return, or both, must be 
flexible, not rigid. Adjusting a rate 
of return is only another way of ac- 
knowledging the need for a flexible 
rate base. We cannot, therefore, as- 
sure the utilities of a fair rate of re- 
turn on prudent investment even if 
they are willing to accept it. 

It would be a comforting thought 
if we could eliminate the risks to 
capital invested in public utility in- 
dustries by some simple theory of 
valuation or by manipulation of the 
rate of return; but neither of these 
procedures will enable public utility 
management or regulatory authori- 
ties to control the market for public 
utility service. Even if such a plan 
were economically workable, the 
government should not underwrite 
utility investors at the expense of 
utility consumers. 


YARDSTICK PLANTS 


Fairminded men will concede that 
there are some broad social projects 
such as flood control, soil erosion, 
irrigation, navigation, etc., that can 
be best undertaken by the govern- 
ment. 

When the government undertakes 
such projects and does have power 
- as a by-product. it should not ex- 
pect. power companies that do not 
produce power as a by-product to 
compete with them. Indeed, when 
the government is justified in the 
development of such a multi-pur- 
pose project, it should not even per- 
mit private power companies to 
compete with it in the sale of power 
to identical markets. Economic 
waste could be avoided by a terri- 
torial division of the area involved, 
by sale of government power to pri- 
vate systems for distribution; or by 
the purchase on an equitable basis 
of utility facilities within the region 
by the Federal government or by 
local governmental units. 

here is economic and _ social 
waste in thé division of a market 
which can be more economically 
served by one utility. It does not 
alter this fundamental economic 
law if one of the utilities happens 
to be publicly owned and operated. 
Our government ought to establish 
a high standard of business pre- 
cedure regarding what constitutes 
fair competition. Some states have 
passed laws prohibiting so-called 
“loss leaders” in retail merchandis- 
ing, but there is a possibility that 
the Federal government may furnish 
the most outstanding example yet 
witnessed o: a loss leader in calcu- 
lating the cost and in setting the 
“yardstick price” of its by-product 
power. 


REGULATION OF UTILITIES 


The government 
sound ground in 
complex, highly centralized, irre- 
sponsible, public utility manage- 
ment; but in attempting to carry 
out the so-called “death sentence” 
the government should try to avoid 
the same misiake in regulation 
which the utilities have made in 
management. 

Highly centralized, long range 
Federal regulation of public utili- 
ties is not likely to be any more in- 
telligent or effective than is highly 
centralized public utility manage- 
ment. Regulation to an increasing 
extent should hold public utility 
Management responsible for reason- 
able results, but the abuses of the 
holding companies and the services 
they may be able to render can be 
better appraised and more effective- 
ly controlled by a number of Federal 
regional commissions (with an ap- 
pellant body at Washington) coop- 
erating at close range with strong 
State commissions than by a highly 
centralized Federal control. 

If we are to consider the problems 
of public utility management on 
their merits and not on the type of 
ownership we must subject both 
public and private systems to that 


has been on 
its opposition to 


+ type of regulation which will give 
honest, efficient and non-political 
management an opportunity to 
show what it can accomplish. 

To do this, we must make it as 
difficult as is humanly possible for 
either political influences or finan- 
cial manipulation to conceal essen- 
tial facts about operating costs. It 
seems clear that this is the only 
procedure that will give us any re- 
sults that are worth while. 


Democrat, of Kentucky, Chairman, 
Senate Committee on Mines 
and Mining, 


answers: 


I BELIEVE that the proposals of 
Wendell Willkie offer a fair basis for 
an agreement between the Federal 
Government and the private utility 
industry. I do not know of a better 
plan. 

I. see no reason why there should 
not be an understanding between 
the Government and the private 
utility industry that would be for 
the best interest of all the people. 


Leon Jourolman, Jr. 


Member, Tennessee Railroad and 
Public Utilities Commission, 
Nashville, Tenn., 


answers: 


giving complete acceptance to 
Mr. Wendell L. Willkie’s pro- 
posals as to an agreement between 
Governmental authorities and the 
private utility industry, I have 
found it necessary to conclude that 
they must have a substantial mean- 
ing. No other hypothesis would as- 
sume frank and fair dealing on the 
part of Mr. Willkie in his conversa- 
tions with the President. 

Upon the assumption that the ap- 
plication of these proposals made by 
Mr. Willkie would result in immedi- 
ate horizontal cuts of rate base 
valuations amounting to between 
25’, and 50’., I think they could 
serve as the basis of an agreement. 

According to the testimony of 
utility company witnesses in the 
current case at Chattanooga, Gov- 
ernment competition means rates 
25’. lower than the private compa- 
nies are otherwise prepared to of- 
fer. An advantage such this 
should not be denied to utility con- 
sumers in other areas, not now sub- 
ject to such competition. 


If the utilities are willing to treat 
the results of such competition as a 
yardstick. and adjust their rates ac- 
cordingly, I should regard this as 
the basis for an adequate under- 
standing. 

Recently I wrote to Mr. Jo Conn 
Guild, Jr., President of the Tennes- 
see Electric Power Company, a sub- 
sidiary of the Commonwealth and 
Southern Corporation, of which Mr. 
Willkie is president, and attempted 
to develop the point that an agree- 
ment such as had been suggested 
must mean actual drastic cuts in 
electric rates and property valua- 
tions throughout the nation. I out- 
lined a plan for the reduction of the 
company’s rate base by 40°,. 

By such a reduction, really telling 
rate reductions would be possible, 
which would have had a powerful 
effect in establishing understand- 
ing and good will. 

Much to my surprise and disap- 
pointment, Mr. Guild’s answer to 
me indicates that such an inter- 
pretation is not to be given to Mr. 
Willkie’s proposals. Mr. Guild ad- 
vised me, in rather unmistakable 
terms, that in assuming that Mr. 
Willkie’s proposals would result in 
rate reductions, I was under a mis- 
apprehension. He again stood upon 
a valuation of $100,000.000 claimed 
by his company on a basis of repro- 
duction cost approved many years 
ago, and including intangible values 
and write-ups of exactly the nature 
which press statements indicated 
were condemned by both President 
Roosevelt and Mr. Willkie. 

Accordingly, an agreement on 
Mr. Willkie’s specific proposals may 
simply mean that each individual 
company would in effect say: 

“The new arrangement affects 
many other companies, but it does 
not affect us, we are already fi- 
hanced upon a prudent investment 
basis.” 

If that is what Mr. Willkie really 
means, I fear that the proposals of- 
fer no relief whatever that would 
be fair to the electricity consuming 
public. 

In my opinion, the companies, if 
they do not intend to act in good 


Senator M. M. Logan 


faith, would be able to use the “pru- - 


dent investment” theory of valu- 
ation, or almost any other theory of 
rate making, for obstructive pur- 
poses. I much prefer to base valua- 
tions upon prudent investment 
tested by the cost of a substitute 
plant of the most modern and effi- 
clent type. Such a method would 
be difficult to juggle, but it would 
still lead to hopeless delays if the 
companies chose to obstruct the 


JUDSON KING 


program of rate reductions through 
resort to the courts. 

In the long run, unless Mr. Will- 
kie’s proposals can be demonstrated 
to lead to immediate substantial 
reductions in rates, I think that the 
only workable plan for federal and 
utility relationships is the extension 
of the TVA idea. 

The actual result achieved by the 
TVA in this area in reducing elec- 
tric rates and extending service into 
what power companies call “un- 
economic territory” is the fairest 
thing that can happen to the pub- 
lic. Such developments as_ this, 
however, need adequate protection 
from delays incident to litigation 
and should be guarded by legislation 
designed to prevent the long period 
of court delays which has so greatly 
hampered the TVA’s program. 

I agree with Mr. Willkie that 
whenever the utilities are coopera- 
tive, acquisition of the private sys- 
tems by federal, state or local gov- 
ernments should be accomplished 
on a fair basis, in order to prevent 
the .economic waste involved in 
duplication and competition, but 
recognize that some companies pre- 
‘fer to stay in business even on a 

competitive basis. 

While any such program is in 
progress, the great mass of consum- 
ers who are being served by private 
companies should benefit by the 
demonstration of lower power rates 
and freedom from unnecessary liti- 
gation. I am inclined to think that 
a broad-minded acceptance of 
President Roosevelt’s suggestion of 
recurrence to common-law “reason- 
able rates” by the power companies 
might entail some temporary hard- 
ship to these which are most gross- 
ly over-capitalized but in the long 
run will be the most effective deter- 
rent to precipitant adoption of pub- 
lic operation. 

Regulatory commissions can help 
the power companies by insisting 
that this principle be recognized 
and prompt reductions in rates ef- 
fected. 


Judson King 


Managing Director, National 
Popular Government League, 
Washington, D. C. 


answers: 


Y FRIEND Wendell Willkie is one 
of the cleverest lawyer-orator- 
publicists now managing utilities. I 
was quite intrigued with his frank, 
Sweeping proposals for an “amicable 
adjustment” between the Govern- 
ment and the power corporations: 
that is, as I gathered them from 
headlines in the newspapers. When 
I learned therefrom that Wendell 
was for “prudent investment” as a 
rate base, the following flashed 
through my mind: 

“That's fine. Mr. Willkie heads a 
great Morgan holding company. 
The Morgans have other gigantic 
Subsidiaries. They control around 
95 per cent of the generating facili- 
ties of the nation. Willkie will not 
Speak thus without an understand- 
ing with his superiors, and he is 
Suggesting a national program. That 
must mean that the Morgans, re- 
pentant, are ready to ditch “fair 
value” and “reproduction cost” and 
accept a return of 6 per cent, say, 
on the actual cash invested in their 
operating properties, which is my 
30-year-old understanding of what 
prudent investment means. 

“That would spell domestic clec- 
tricity for 2 or 3 cents per kwh and 
large industrial power for far less 
than a cent all over the map. 

“Notwithstanding the fact that 
Mr. Willkie warns us that he speaks 
for Commonwealth and Southern 
alone, Mr. Floyd Carlisle of Niagara 
Hudson, New York Edison, et al., is 
also a Morgan top-notcher, snd I 
expected him promptly to endorse 
Mr. Willkie’s proposals: but I am 
Still waiting. Nor have I noticed 
any other great utility leaders voic- 
ing approval, all of which seems 
strange.” 

Then I thought: “Perhaps Mr. 
Willkie is one of those fair-minded 
executives whom Chairman Arthur 


[Conitnued on Page 17.J 


Democrat, of Kentucky, Member 
of the House Committee on 
Military Affairs, 


answers: 


HE proposal of Wendell L. Wilkie, 
President of the Commonwealth 
and Southern Corporation, as made 
made by him to the President, af- 
fords a splendid basis for settlement 
of all issues raised by what is called 
the “Power Policy” of the Federal 
Government, unless it is the purpose 
of the Government to fore. the issue 
to full and complete government 
ownership and operation of public 
utilities. 

If, however, it is not the intention 
of the government to take over and 
own and operate the power industry 
then the issue narrows down to a 
competitive issue between govern- 
ment subsidized hydro-power and 
privately produced steam power. 
The use of navigable waters for pro- 
duction of hydro electricity is un- 
sound. for many reasons, the two 
principal ones being, 

(a) It is not a labor employing in- 
dustry and requires vastly more in- 
vested capital and therefore in- 
creased cost of production. 

(bo) It is inconsistent with flood 
control. 

On the other hand, power gener- 
ated at steam plants using coal as 
fuel requires the employment of 
many men both in the production, 
transportation and use of the fuel. 
By comparison of two newly devel- 
oped projects the point is fully illus- 
trated. 

Norris Dam cost approximately 
$40,000,000 and will empioy approxi- 
mately twenty men regularly, while 
a privately owned public utility has 
erected at Logan, West Virginia, 
with like capacity, a steam plant 
using twenty-four 50-ton cars of 
coal each twenty-four hours, the 
production of which will give steady 
employment to about three hundred 
men. 

The fuel (water) that feeds Norris 
Dam flows gently on to the sea with- 
out the aid of a single man, while 
the transportation of coal to the 
Logan plant requires several more 
laborers on the railroads and in- 
creases the revenues ot the rail- 
roads, that are taxpaying concerns, 
that materially help to support our 
federal treasury as to the cther 
utilities. 

Competition by the Federa! Gov- 
ernment with its taxpayers by the 
use Of their money, is not only. un- 
wise and unjust, but’ it is unsound 


*Rep. Andrew J. May — 


lhe United States News 


13, 


policy and should, alt once, be 
abandonea. Thus, our good and 
honest President ought not have 
any difficulty in agreeing to the pro- 
gram proposed ny the utilities. 

The Federal Government should 
Stop its program for further devel- 


opment of. hydro power, but con- 
struct a system ot flood contro! and 
navigation dams and combine nydro 
with flood control projects in a few 
available points and sell all federa] 
production to private utilities at the 


| switchboard at the dams and exer- 


cise reasonable regulatory measures 
as to distribution. 

This would be a happy 
while the present policy is extremely 
destructive of honest investment, 
and will continue an unbalanced 
budget. 


solution, 


racking chassis squeaks. 


“BETTER ONE WEEK EARLY_THAN ONE DAY LATE!” 


IS YOUR CAR WINTER-PROOF ? 
STOP AT YOUR MOBILOIL DEALER 
START QUICK with Mobiloil Arctic — the 
world’s largest-selling winter oil. 


SHIFT EASY with Mobiloil Winter Gear Oil. 


No more fighting with your gears. 
RIDE QUIET. Winter Mobilgreases end nerve- 


END FREEZE-UPS with Mobil Freezone, new 


anti-freeze made possible by petroleum. 


TIME: 8 a. 


YOU’RE OFF! 


winter oil! 


set MOBILOIL ARCTIC_tor 30 winters 


+ Millions of Motorists have proved it’s America’s 


TEMPERATURE: Freezing! YOU 
STEP into your car. TOUCH THE STARTER...and 


Mobiloil Arctic starts quick...easy! Combine that 
with double protection—when your motor’s cold or 
'_ running hot—and you have the reason why... 


More people buy Mobiloil Arctic than any other 


Isn’t that a great testimonial? It’s the finest proof 
you could ask — that Mobiloil Arctic is the oil for 
your car this winter! Get Mobiloil Arctic today! 


MOBILOIL“° MOBI GAS} 


SOCONY-VACUUM OIL COMPANY, INC. 


Nothing succeeds 
KNOWING HOW 


THE SEALOF 
PERFECT Fa 
BAKING 


SOME REASONS WHY 


N.B.C. RITZ ARE THE 


MOST POPULAR CRACKER EVER BAKED 


There’s no accident about the 
spectacular and much-talked-of suc- 
cess of Ritz—the world’s most 
popular cracker. Its ability to meet 


_the public taste so universally is 


based on essential factors recog- 
nized and brilliantly utilized by 
National Biscuit Company for years. 


Two of these factors are: 


1. Scientific control of all produc. 
tion problems. This includes labora- 
tory and other tests of ingredients 
and recipes, as well as an exact check 
on all leavening, baking, and pack- 


aging processes from start to finish. 


2. Fundamental scientific research 
to find new and better baking tech- 
niques; refinements in equipment 
and processes; and developments of 
ingredients that permit the creation 
of better products and better values. 


National Biscuit Company mar- 


kets more than 500 varieties of 
crackers and cookies under the 
N. B. C. Red Seal —the seal of per- 
fect baking. As the leader in the 
industry, it recognizes the obliga- 


tions of leadership. 


AMERICA’S FAVORITE 
CRACKER 


A Product of NATIONAL BISCUIT COMPANY 
Lakers Uneeda Biscuit, Shredded Wheat othee 
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labor 


Legal Curbs on Picketing: 
A Court Fixes the Limits 


« x 


U. S. PATENT OFFICE 


Jersey City’s rigid rules. Use 
of anti-union literature, A 
labor question for high court. 


| of the most vexed questions in labor relations centers is the 
allowable limits of picketing. Labor contends that without 
this right it is powerless against the strikebreaking weapons of 


employers. 


Employers contend that, unless limited, picketing 


violates the constitutional right of non-strikers to work for a 


living. 


Behind the rival claims of both sides lies the fact that picket- 
ing and restraint of picketing are the principal weapons in that 
stage of labor relations where unions are struggling for position 
but have not yet established themselves as acknowledged repre- 


sentatives of all employes. 
in interunion conflicts. 


They are likewise a principal weapon 


Since the present is a time when both these forms of struggle 


are at a maximum, picketing has 


2 


Week 


seldom occupied so large a role in | 


employment _relationships. 

In addition to picketing the prem- 
ises of firms whose employes are on 
strike, unions have, in an increas- 
ing number of cases, picketed the 


PLATO 
COVER Te: War 


titled to Government protection of 
this right. 

On this point the Association de- 
clares: 

“Where employes desire to bar- 
gain or negotiate collectively, the 


—_wide World 


WHEN -PICKETING IS UNLAWFUL 
| prem down by the New York Court of Appeals was a de- 
cision on picketing which made a new mark in labor relations. 
The Court asserted picketing is not lawful when “a large crowd 
gathers in mass formation” or when “the entrance or the sidewalk is 
obstructed by pickets parading in a circle or lying on the sidewalk.” 


stores of retail merchants doing 
business with the struck firm. 


Events of last week provide a | 


striking contrast between two de- 
grees of limitation applied to the 
right to picket. 


CONTRASTING RESTRICTIONS 


In accordance with a recent. ordi- 


nance adopted by Jersey City, pick- © 


ets parading in front of the plant 
of the Standard Cap and Seal Cor- 
poration carried neither placards 
nor banners to advertise the pur- 
pose of the dispute in which the 
picketers were engaged. Such was 
the extreme limit to which the 
demonstration was restricted under 
the city’s ordinance. 


of Appeals handed down a decision 


prescribing what picketers might do | collective bargaining questions of 


and what they might not do. 
The case was brought bv 


form of employe organization should 
be left entirely to the employes, or 
to mutual arrangements between 
employes and employers, but should 
not be controlled or directed by any 
Government agency.” 

The Act specified practices of em- 
ployers which are declared to in- 
terfere with the employes’ rights of 
collective bargaining. 

The Association, holding that em- 
ployes’ rights of bargaining are now 
established and enforced by law, as- 
serted: 

“The closed shop limits and pre- 
vents the full exercise by both em- 


| ployers and employes of their bar- 


| gaining rights. There remains no 


| justification for the closed shop or 
Meanwhile, the New York Court | 


the | 


owner of a delicatessen shop selling | 


products of a manufacturer against 
which the Amalgamated Association 
of Meat Cutters and Butcher Work- 
men (AFL) was conducting a strike. 
An injunction granted by a lower 
court was upheld by the highest 
court in the State, which ruled in 
effect: 


That picketing may be carried on, 
not only against the manufacturer, 
but against a 
sold by one 
with the manufacturer who is in 
the same business for profit: 


NO INTIMIDATION 

That the purpose of any picketing 
must be to persuade and not to in- 
timidate. 

Picketing was declared by 
court to be illegal: 

Where a large crowd gathers in 
mass formation; 

Where there is shouting or the 
use of loudspeakers in front of a 
picketed place of business; 

Where the sidewalk or entrance is 


the 


Strikes to obtain it.” 
The Act specifies as the subject of 


wages, hours and working condi- 
tions, the employes being free to 
choose any agency as its spokes- 


- man in such bargaining. 


non-union product | 
“in unity of interest” | 


The Association decided: 
“The question of wages, hours and 


working conditions can best be met | 


by management dealing with its own 
employes in the light of local plant 
and community conditions.” 

Having thus differed at least in 
emphasis with many of the policies 
of the law, the Association proposed 
that the Act should be amended so 
that no employer might be penalized 
for refusing to deal with any union 
which engaged in strikes called: 

1.—In violation of contracts. 

2.—To compel closed shop con- 
tracts. 

3.—When accompanied by violence 
or involving illegal occupation of 
property. 

4—When of a sympathetic or gen- 


| eral nature. 


obstructed by parading around in a | 


circle or lying on the sidewalk. 
x * * 


Employers Program 
Of Labor Relations 


EETING for the first time since 
the Supreme Court’s historic de- 
cision upholding the Wagner Act, 
the annual convention of the Na- 
tional Association of Manufacturers 
adopted last ‘week resolutions em- 
bodying its views of the way in 
which labor relations should be 
conducted. 
One of the principles of the 
Wagner Act is that the choice of 


bargaining agent is exclusively the | 
concern of employes, who are en- | 


The Act 
amended, 


should further 


the convention held, by | 


ceasing to recognize as employes | 


those who engage in strikes of a 
forbidden type. 

The Association went on record 
against compulsory arbitration and 
in favor of an average work-day of 
eight hours and at least one rest day 
in seven. 

The statute which forbids the in- 
terstate transportation of 
breakers should be amended, 
convention voted, to forbid the in- 
terstate transportation of “strike 
makers, flying squadrons and paid 
pickets.” 


the 


x * * 


NLRB’s Authority 
Supreme pam to Rule 


HE most far-reaching aspect of 
the decision by the Supreme 
Court upholding the National Labor 
Relations Act in the Jones-Laughlin 


raw materials 


case last April 12 was the enlarged 
interpretation which the _ court 
placed upon the meaning of inter- 
state commerce. By accepting as a 
criterion the interstate transit of 
and products, the 
court brought a very large propor- 
tion of business within the scope of 
the act. 

Last week the Court consented to 
review a case involving the author- 
ity of the National Labor Relations 
Board which hinged solely on a defi- 
nition of interstate commerce. On 
the prospective decision may hang 
the question of an enlargement or a 
restriction of the Board’s authority 
over labor relations in industry. 


SINGLE ISSUE INVOLVED 

The case concerns the Santa Cruz 
Fruit Packing Co. of San Francisco, 
Calif. The Circuit Court of Appeals 
in San Francisco had ruled that the 
Board had _ jurisdiction, although 
less than 50 per cent of the products 
were shipped outside the State and 
all the raw materials originated 
within the State. 

The company asked the Supreme 
Court to review the decision, mak- 
ing no defense against the com- 


v. Abbott, 289 ‘Pacific 206.) 


“An appeal will not be dismissed 
where there are questions of record 
vital to appellant’s rights, though 
most of the questions have become 
moot.” (Strutwear Knitting Co. v. 
Olsen, 13 Fed. Supp. 384.) 


“Appeals in a suit to enjoin un- 
lawful acts, present or threatened 
in the future, is not moot because 
the presently charged ones have 
ceased, leaving the future ones 
threatened or probable to occur.” 
(U. S. v. Trans-Missouri Frt. Assn., 
166 U. S. 290.) 

* * 


Anti-Union Literature: 
Role in Labor Disputes 


HE alleged use of anti-union 
literature as a means of dis- 
couraging unionization of employes 
was a prominent feature in two 


| cases being heard last week by the 


National Labor Relations Board. 
One case was that against the 
Weirton Steel Company. in which 
Hartley W. Barclay, editor of “Mill 
and Factory,” failed to appear before 
the Board in answer to a subpoena 
asking him to produce all evidence 
of collaboration between him and 
the company relating to the prepa- 
ration of an article in “Mill and Fac- 
tory” criticizing the Labor Board 
and the C.I. O. The other case con- 
cerned the Berkshire Knitting Mills. 
Reading. Pa.. which was answering 


| Board complaints charging unfair 


plaint that it had engaged in un- | 


fair labor practices, but questioning 
solely the right of the Board to ac- 
cept jurisdiction. 


SECOND CASE OF TYPE 

This is the first instance since the 
Jones-Laughlin case in which the 
Supreme Court has agreed to rein- 
terpret its ruling on interstate com- 
merce as this term relates to labor 
relations. 


Regarding the significance of a 


labor practices. 

At the time Mr. Barclay was due 
to appear before the Board, he was 
addressing the National Industrial 
Council Convention in New York. 
where he stated: 

“We have never received any pay- 
ment at any time from Ernest T. 
Weir either for editorial or adver- 
tising. Furthermore, I personally 
never received Mr. Weir's story from 


him.” 


consent to review (granting a writ | 


of certiorari) , 
stated in a letter of March 21 last, 
sent to Senator Wheeler: 


“Petitions for certiorari are grant- 
ed if four Justices think they should 
be. Even if two or three Justices 
are strongly of the opinion | that 
certiorari should be allowed, fre- 
quently the other Justices will ac- 
quiesce in their view, but the peti- 
tion is always granted if four so 
vote.” 

* 


Strikes and Commerce: 
Case For High Court 


HE first case involving a‘sit-down 
strike to reach the Supreme 
Court of the United States was 
neither accepted by the Court nor 
dismissed. The tribunal ordered the 
union asking for review, the Ameri- 
can Federation of Hosiery Workers 
(CIO), to show cause why the case 
should not be dismissed on the 
ground that a controversy no longer 
existed. 


Last week the American Federa- 
tion of Hosiery Workers. filed its 
answer. 

The case itself raises issues of wide 
bearing on the powers of the Fed- 
eral courts to enjoin strike activi- 
ties which impede the movement of 
goods in interstate commerce. Ac- 
cording to the union contention, if 
the ruling of the Circuit Court of 
Appeals, which ordered an injunc- 
tion to be granted against the un- 
ion, is allowed to. stand, Federal 
power may be invoked to break any 
effective strike against a firm whose 
goods move across State lines. 


OPERATIONS HALTED 

The controversy began with a 
strike against the Apex Hosiery Co., 
Philadelphia, Pa. On refusal of the 
employer to sign a closed shop con- 
tract with the Hosiery Workers, 
union members “sat down” in the 
plant and prevented its operation. 
The Federal District Court in Phila- 
delphia, asked by the employer for 
an injurxtion, refused it chiefly on 
the ground that Federal laws were 
not violated. 

Carried to the Circuit Court of 
Appeals, this decision was reversed 
and a sweeping injunction was 
granted, based chiefly on the ground 
that the strikers’ seizure of the plant 
was part of a conspiracy in restraint 
of trade contrary to the anti-trust 
laws. Subsequently the company 
and union entered into a contract 
covering wages, hours and working 
conditions. When the union asked 
the Supreme Court to set aside the 
injunction, the company argued 
that the dispute had been settled 
and that consequently nothing re- 
mained to be decided. 


SOME POINTS UNSETTLED 


strike | 


The union, in its brief to the Court 
last week, pointed out that only part 
of the controversy had been set- 
tled; that the injunction still ap- 
plied to an indefinite number of 
persons, preventing them from tak- 
ing action that might interfere with 
interstate commerce business of the 
employer; and that litigation is still 
pending under which triple dam- 
ages may be assessed against the 
union for alleged violation of the 
anti-trust laws. 

The union cited precedents from 
prior opinions of the Court as fol- 
lows: 

“Where there is no understanding 
as to pending litigation, the matter 
cannot be considered as moot.” 


Chief Justice Hughes | 


THE BOARD'S REPLY 
Denying the contention of Mr. 
Barclay’s attorney that the issue in- 
volves the freedom of the press, 
counsel for the Board said in the 
hearings at Steubenville, Ohio: 
“The issue is whether the article 
was the creation of the Weirton 
Steel Co. directly or 


| Wagner 


whether or not it was created for 
the purpose of interfering with the 
rights of employes, contrary to the 
Act.” 

Board hearings 
distribution of anti-union lit- 
erature was ascribed to an em- 
ployes’ association, which the Tex- 


In 


at Reading, 


tile Workers Organizing Committee 
(CIO) charged was fostered by the 
Berkshire Knitting Mills. 

The organ of the association, ac- 
cording to the union’s contention, | 
had been set up by a strike-break- | 
ing agency. | 

The company produced witnesses 


who testified that the so-called 
anti-union literature was merely a 
statement of fact and that its use 
was an answer to violent tactics by 
the union during a strike in 1936, 
Funds for the association were said 
to have been provided by dances, 
raffles and the like. 


indirectly; 


The face of JACK BUCHANAN 


Popular Musical Comedy Star 


Now appearing in the Shubert musical play 
**Between the Devil’’ by Howard Dietz and Arthur Schwartz. 


Ears Sensitive to Applause 


Pale in color—set /ove, we// sack on the head and snugly against it. 
They stand in an uwpright position, as opposed to the frequently seen 
type which slopes backward. Distinguished for their length rather 
. being as long as or slightly longer than the nose. 


than their size.. 


Your ears will hear plenty 
of applause, when you serve 
your guests drinks made 
with the famed 


KENTUCKY STRAIGHT 


4 90 proof whiskey with the Mark of Merit. Made in 
Kentucky bv Kentucky distillers the good old Kentucky 
way. Ask for it by name at your favorite bar or tavern. 
1937, Schenley Distributors, Inc., N.Y.C 


OURB ON WHISKEY 


gems MANY-COLORED earthy 
| lumps are Bauxite, the ore from 
which we produce aluminum. 

There are, of course, many other kinds 
of aluminum-bearing minerals. Ordi- 
nary clay is a kind of aluminum ore. So 
are most soils and rocks. Probably one- 
twelfth of the earth’s crust ts aluminum. 


But the trouble 


never found in metallic form. It is 
always in complicated and stubborn 
chemical compounds, with many un- 


desirable impurities. 


Breaking down these compounds 
and getting rid of the impurities is 
difficult and expensive. 
problem of the producer is to do this 
cheaply enough to make the price of 
aluminum attractive to users. 

WHY BAUXITE IS USED 
Bauxite is the commonly used ore 


ALUM™MIN UM™M 


is, aluminum is 


The great 


simply because it yields aluminum at 
lower expense than other minerals. 
Bauxite deposits are known to exist 
today in more than twenty countries 
and on all five continents. In our own 
country, Bauxite is found in Arkansas, 
Mississippi, Alabama, Georgia, Ten- 
nessee and Virginia. 

A number of companies mine Baux- 
ite in Arkansas and other states. Large 
quantities are used for making artifi- 
cial abrasives, a variety of chemicals, 
and some special kinds of cement. But 
Bauxite performs its greatest service 
to the public as raw material for 
making aluminum. 

FROM $8 A POUND DOWN 
TO 20 CENTS 
Fitty years ago aluminum was a 
precious metal, because of the extreme 
difficulty of getting metal out of 


CcCOMPAN Y 


Bauxite. Charles Hall, one of our 
founders, discovered the way to break 
Nature’s hold on aluminum by the 
use of electricity. 

Using his process, and the same 
kind of ore, the price of aluminum has 
been reduced dollar by dollar, and 
penny by penny, until we are now 
able to sell raw aluminum in bulk for 
20 cents a pound. 

For fifty years we have held to 
one purpose: To make aluminum 
plentiful and cheap. We have invested 
large sums of money in efficient plants 
to make aluminum low in cost, and in 
research to make it lower. 

It is these invest- 
ments which have given 
aluminum to this coun- 
try so cheaply that you 
see it everywhere. 
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| The United States News ii 


December 13, 1937 


+ RECOVERY: A TASK FOR BUSINESS, LABOR AND AGRICULTURE + 


HE UNITED STATES NEWS presents the following full text 

of an address by the Secretary of Agriculture, because in it a 
member of the President's Cabinet—responsible for one of the 
principal New Deal experiments—suggests a definite basis for 
cooperation between Government, industry, labor and agriculture 
to meet the problems of a new depression. 


+ 
NIGHT I want to talk about the 


mutual problems of agriculture, 
business and labor and the way in 
which government can help all three. 
I especially want to talk about the 
interest of these three groups 15 
constructive steps to counteract the 
business recession that has set in. 

Farmers of the United States, in 
this closing month of 1937, realize 
their dependence on other groups 
and other nations more than ever 
before. They Have harvested this 
year 200 million bushels more wheat 
than our own people can possibly 
consume in the year 1938. Further- 
more, they have harvested at least 
400 million bushels more corn and 10 
million bales more cotton than can 
possibly be consumed in the United 
States in the next twelve months. 

With the surplus farm production 
has come a severe decline in farm 
prices. While that decline has 
brought pleasure to a few consumers, 
it has brought fear to many labor- 
ers, farmers and business men. La- 
borers fear the loss of employment, 
because they remember the great 
farm abundance of 1932 and how 
that abundance turned out to be a 
waste because of the way in which 
it destroyed farm purchasing power 
and added to unemployment in the 
cities. 

In like manner, farmers are seri- 
ously disturbed when the see thous- 
ands of men thrown out of work 
by the steel mills and the automobile 
factories, because they know these 
men lacking the right to work will 
buy less farm products. They know 
that factory payrolls and farm in- 
come go up and down together. Busi- 
ness men, seeing their volume shrink 
with lower farm income and farm 
prices, know this falling cff in vol- 
ume also means a shrinkage in 
profits. 


THE PROBLEM IS THREE FOLD 

I have before me a chart which 
Shows year by year for over twenty 
years the extremely close relation- 
ship between the exchanze value of 
farm prices and the profits of the 
great corporations. The figures 
prove beyond question that when la- 
bor and capital are working to- 
gether effectively, agriculture also 
benefits and when farm production 
and prices are in balance with city 
production and prices, capital and 
labor share in the benefit. A bal- 
anced situation is good for all. 

Farmers want to know why it is 
that capital is in hiding and unem- 
ployment is increasing. In a nation 
such as ours, courageous capital is 
absolutely vital to a satisfactory 
farm income and to the general wel- 
fare. Both farmers and laboring 
men want to know, therefore, why it 
is that capital has become so timid. 

Farmers know that no matter how 
desperately they may strive with 
governmental help to adjust pro- 
duction to demand, they cannot cre- 
ate farm prosperity if business and 
Jabor conditions are bad. Only half 
the farm problem is on the land. 
The other half is in the towns and 
cities, and overseas where rival na- 
tions are trying to destroy each 
other and to avoid buying anything 
from outside their own borders. 
Therefore, I say the farm problem 
is also a labor problem, a business 
problem and an international prob- 
lem. 


THE POST WAR CHANGES 

As we look into this overshadow- 
ing economic problem which affects 
all groups, we need to face certain 
background facts. First we need to 
realize the degree to which the 
world has changed since the great 
war. The fright and cost of that 
war caused every nation in the world 
to strive desperately to import as 
little as possible and export as much 
as possible. For fifteen years every 
nation has tried to develop economic 
independence so that in case an- 
Other war should come it would not 
suffer as in the last one. 

This world-wide desire has in some 
ways affected the United States more 
than any other nation. The United 
States more than any other nation 
was changed suddenly by the war 
from a debtor to a creditor nation. 
Most of the other great exporting, 
raw-material nations were better 
able than the United States to main- 


tain normal markets for their prod- - 


ucts, because their debtor.positions 
made it easier for them to sell in 
world markets. 
Nevertheless, even these 
have found the post-war situation 


nations | 


_ 


very trying. In one way o: another, 
all of them have been affected by 
the methods employed oy the great 
importing nations to cut down im- 
ports through the use of goods quo- 
tas, exchange quotas, increased tar- 
iff barriers and positive embargoes. 

Furthermore, some nations have 


inereased the international! confusion 


by using unfair practices in world 
trade. Much as we hate to do so, 
we are forced to admit that a state 
of economic warfare exists, and 
therefore the old rules of the game 
do not work as they did 25 years ago. 
Secretary Hull’s trade agreements 
are designed to bring economic 
peace, but it will take prolonged 
cooperative international cffort be- 
fore world trade relations are even 
partially normal. 

Fully as important as the inter- 
national situation is the need for 
reckoning with the way in which 
new machines and new methods es- 
pecially during the past 15 years 
have affected the various regions 
and classes in such a widely differ- 
ent way. The problem is to replace 
the eld-fashioned automatic econo- 
mic adjustments with modern ad- 
justments which will permit the 
rapidly increasing output per work- 
er, both on farms and in factories, 
to be matched by corresponding in- 
creases in the real income of those 
workers, with the least shock, con- 
fusion or conflict. 


THREE DOMINANT GROUPS 

But even more important than 
the effect of technology are the ac- 
tions of highly organized groups 
equipped with great bargaining pow- 
er which has been entrusted to them 
by the government. Among these 
are corporations, labor unions and 
farm organizations. These great 
groups all too often try to increase 
their profits, wages or prices with- 
out regard for the general welfare; 


all too often they overplay their | 


hand and bring about either short- 
age or an unbalanced abundance 
which is equally destructive. 

Actually, of course, there cannot 
be any lasting prosperity for cor- 
porations, labor unions or farmers 
unless there is increased balanced 
abundance which can be moved into 
consumption at prices low enough 
to be fair to consumers and high 
enough to keep the increased bal- 
anced abundance coming. 

The contribution the farmer can 
make to a continuing balanced 
abundance at fair prices is the ever- 
normal granary. Can labor and bus- 
iness make a similar contribution 
which will restore prosperity and 
prevent peaks of over-production 
and valleys of under-production? 

Business is not handicapped with 
heat, drought and insect pests in 
the same way as agriculture. But 
business is faced with the problem 
of steel mills operating at 85 per 
cent of capacity one year and only 
35 per cent another year. Labor is 
faced with the problem of great 
variations in employment. To what 
extent are the policies of business 
and labor responsibile for the extra- 
ordinary swings up and down in pro- 
duction and employment in the 
cities? These problems are made by 
man and not by weather. 


BASIC FACTORS IN PROBLEM 
The three background factors I 
have been discussing—the change in 
our relations with foreign countries, 
the increased use of machinery and 
modern methods, and the growth of 


_ corporations, labor unions and farm 


organizations—these three uncoor- 
dinated factors have an intimate re- 
lationship with the lack of business 
Stability from which this country 
along with the rest of the world has 
suffered since the World War. 

Men of good will should be able 
to counsel with each other to elimi- 
nate much of the severity of these 
man-made economic storms. This 
does not necessarily mean more gov- 
ernment in business but it may 
mean that business men, laboring 
men and farmers will counsel to- 
gether to find out how to use gov- 
ernment coordination at key points 
to increase our physical wealth and 
to eliminate the violence of those 
business ups and downs which have 
been acting so strangely since the 
great war came to an end. 


DEMOCRACY “EFFICIENT” 

Doing this job of keeping business 
rising Steadily should not, be labeled 
with some terrifying name such as 
communism, fascism, collectivism or 


x 


With Government Aid 


totalitarianism. Doing this job # than anything our own government labor. A practical 

simply means making democracy el- has done. granary Act for agriculture will not 
ficient. Because the British situat.en sin only guard consumers against the 
Our various leaders, as they talk  S9™e respects is more difficult than extreme hazards of shortage result- 
informally together, might weil con- our own, these various gioups are ing from droughts and pests, but it 


sider this problem of recovery as 
a problem of how best tc build an 
efficient democracy in the kind of 
world which has grown up in the 
last 15 years. The essence ot de- 
mocracy is tolerance and belief in 


the sacredness of ihe individual. We 
abhor violence and bloodshed. But 
democracy, if it is to suivive, can 
not be anarchy. It must have a wil] 
of its own and if must be able to 
act. Otherwise. foreign nations 


which Know exactly what they want 
may be able to projec: their con- 
flicting ideas into a peaceful and de- 
cent democracy with tragic results. 
An efficient democracy afflicted with 
many squabbling factions can easily 
play into the hands of those nations 
which stand for ideals that are very 
different from ours. 

In nations which are young,. with 
population growing and free land to 
be had, democracy may be mostly 
license. It may be license to exploit 
natural resources and to grab profits 


being led to think about the prob- 
lem of Coordinated policy in the in- 


terest of all. The Britis,. govern- 
ment. tor example. recenily Insiruct- 
ed a commitice to examine the iroh 
and steel industry to find how it 
might be coordinated best to serve 
the general welfare. In making its 
report the committee among other 
things advocated that the govern- 
ment should set up a body which 
might pronounce a judgment on is- 
sues Gi public interest, “so that (here 
may be a full and fair trial of the 


possibility of combining individual 
responsibility and initiative with co- 


ordineted and cooperative action 
and full recognition of the over- 
riding importance of the national 
interests.” 


A DRIVE AGAINST RECESSION 
We here in the United States can, 
if we will. demonstrate our ability to 
bring about a.coordinated drive 
against the business recession which 
began in the late summer and is 
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without regard to the welfare of 
others. But when a nation grows up, 
if democracy is not to become an- 
archy, then license must give way 
to law and order. To keep business 
trafic moving smoothly, business 
men, laboring men and farmers with 
the aid of government find they 
have to set up a system of red and 
green lights. Democracy does not 
mean crashing the light by any 
Single group. Neither does democ- 
racy mean that one group of people 
can determine just where the lights 
are to be placed without regard to 
the rights of other groups and of all 
the groups. 


EXAMPLE OF THE BRITISH 
Service of the general welfare by 
means of democracy depends on 
certain principles of decency and 
tolerance, which ought to be ob- 
served by both the majority and the 
minority in their public discussions. 
In this respect we have something 
to learn from the way in which the 
British have handled their exceed- 
ingly difficult problems since 1931. 
While differences between the groups 
are probably as great in England 
as anywhere else, they have main- 
tained tolerance and free speecn 
and all the essentials of democracy, 
while at the same time they seem 
to have been able to achieve an in- 
creasingly efficient coordination. 
Their business men, faced with 
taxes greater than ours, have ap- 
parently gone to work on behalf of 
the general welfare. Their labor, af- 
ter the disastrous general] strike of 
11 years ago, has thought increas- 
ingly in terms of the general wel- 
fare. Labor, industry and govern- 
ment together have been concerned 
with the position of agriculture in 
England. They have assented to 
a much more extensive government 
activity on behalf of agriculture 


now afflicting business men, labor- 
ing men and farmers equally. 
Farmers, laboring men and small 
business men are awake today in the 
United States in a way they have 
never been before. They desire a 
world of greater security and abund- 
ance. President Roosevelt Knows the 
thoughts and feelings of these peo- 
ple. He also has a friendly under- 
standing of the problems of the 
larger business men. He sees clearly 
a fact which perhaps some of them 
have missed—that business confi- 
dence and business prosperity can 
not be built on any other founda- 
tion than abundance and 
for the rank and file of the people. 
He sees clearly, too. that to build 
this basis for confidence, the nation 
needs the cooperation of business 
and professional men as well as of 
laboring men and of farmers. 


We can not stop the recession if 
each group attacks the prices and 
returns of the others. If farmers 
block the efforts of labor to maintain 
fair wages, they themselves will be 
the losers when the workers have 
less money to spend for farm prod- 
ucts. If workers carry on strikes 
against fair prices for food, then 
they will be the losers when farmers 
have less money to spend for indus- 
trial products. If business is to 
Strive above all to pay smaller taxes 
and to keep wages and farm prices 
down, then business will lose the 
market for the things it has to sell. 
No, we found out in 1932 that re- 
covery does not lie along that road. 
Let us not take that road today. 
There are practical ways to end this 
present recession. 

While some business men may not 
agree, I believe it is vital for Con- 
gress at an early date to pass legis- 
lation protecting the prices and in- 
comes of farmers and the pay en- 
velopes and working. conditions of 


erage of only about 150,000 


security | 


and coordination 


will give the small business men of 
the Middle West and South confi- 
dence in the stability of income of 
farmers. In like manner a well- 
drawn wages and hours’ law will be 
a defense against a continued down- 
ward business spiral. 


ever-normal * that of last year. 


But, in addition to these measures, 


others are essential. Farmers and 
laboring men must realize the vital 
importance of capital to the general 
welfare. Today we are Witnessing a 
refusal of capital to invest similar 
to that of several years ago. 
may be that hazards to investment, 
real and imaginary, are so great that 
capital either will not or can not 
come out of hiding and take the 
risks inherent in all investment. 
But if our system is to endure, busi- 
ness must take the government’s 
word that government wishes it well 
and business must assume those re- 
sponsibilities of leadership which 
business Claims. Otherwise govern- 
ment will be forced to step into the, 
breach. 


TAXES: NEED OF SOME RELIEF 

As far as taxation is concerned 
Congress is considering what 
changes need to be made. I believe 
that the basic thought behind the 
undistributed profits tax is sound 
and that large industrial corpora- 
tions should not be permitted to be 
turned into investment trusts merely 
to enable their owners to escape just 
taxation. However, sma:l corpora- 
tions in debt and the lacge corpora- 
tions ‘desiring to expand might be 
given more latitude and it might 
even be well if the large corpora- 
tions could spend part of their in- 
comes on plant expansion without 
being unduly cramped by heavy 
taxation on money used in such ex- 
pansion. 

It :s important for business men, 
farmers and laboring men to realize 
that change in the taxation struc- 
ture this year and budget balancing 
activities this year may not by them- 
selves cure the present business re- 
cession. In fact, whenever govern- 
ment spending is cut suddenly at a 
time when private business is not 
expanding, there is danger of a 
downward spiral for business. The 
Same result can come whenever 
private credit and spending are sud- 
denly cut off without provision for 
Government credit and spending to 
take its place. 


Today, when private capital is so 
timid, plans to encourage it to go to 
work again will be well worth while. 
It is a good thing for Government 
spending to be tapered off when 
business is on the upgrade, and for 
Government to shift onto private 
capital the burden of doing all.those 


things which private capital can do | 


better than Government. In the 
meantime, for tne sake of us all, 
Government money may have to 
carry the precious human burden 
which private capital at the moment 
can not or will not carry. 


HIGH COST OF HOUSING © 

The President last week in his 
message to Congress on housing 
dealt with one of the most impor- 
tant single items having to do with 
recovery. We need at least 500,000 
new houses a year. During the last 
five years we have produced an av- 
In the 
first four months of this year we 
produced houses at a lively rate, but 
then building costs shot up so fast 
that it became apparent that the 
ultimate consumer of houses would 
have to pay too high a percentage 
of his income for rent or payments 
on his home. 


Here in the building of houses is 
a splendid opportunity for labor 
and capital, cooperating, to serve 
the consumer in a way that will 
give the consumer the utmost sat- 
isfaction, while at the same time 
labor is given steady employment 
and capital obtains reasonable pro- 
fits. To do this requires planning 
of exactly the 
sort that is a challenge to modern 
efficient democracy. 


In my _ Opinion, the President’s 
housing message to Congress last 
week was a Stirring challenge tothe 
courage and intelligence of the 
American people. If we start build- 
ing houses in a sensible way year 
after year, an enormous volume of 
freight will be created for the rail- 
stimulated. The steel mills will be 
stimulated. The steel mills wil be 
producing fully twice their present 
output. The farmers will have good 
customers in the cities, and the au- 
tomobile factories will have a mar- 
ket for production fully equal to 


It | 


Secretary Wallace's Plan to Halt the Recession by Cooperation of Private Groups 


of course, in housing as in every- 
thing else, to observe the funda- 
mental principles of balance and 
coordination so as to avoid the dan- 
ger of several years of over-produc- 
tion of houses followed by several 
years of dull times. 


CASH MOST PLENTIFUL 

There is ne lack of private funds 
to finance the building of houses. 
The banks are strong and full of 
money, and the Federal Reserve 
System is in position to see that 
there is a super-abundance of cheap 
credit, in so far as that will help. 
Yes, we have the power to pull out 
of this present recession with great 
speed, but the government cannot 
do the job by itself. Labor, agricul- 
ture and industry must all think 
more definitely about functioning in 
a coordinated way. 

Each of the three groups may 
have to give up some of its — pet 
ideas and substitute for them ideas 
which make possible cooperation 
and the service of the general wel- 
fare. If this is done, the industrial 
production of the United States 
within three years can be at least 
40 per cent greater than it is today. 
Such a volume of production is a 
moderate goal that should not be 
outside the realm of practical at- 
tainment. 

If by taking thought 
maintain a volume of _ industrial 
production this great, year after 
year, the result will be greater prof- 
its for capital, greater real wages 
for labor, and a greater purchasing 
power for farm products. The na- 
tional budget can be balanced and 


we can 


+ 


It is important, # the public debt reduced. 


In brief, there are certain practi« 
cal policies and measures that are 
called for and with which thought- 
ful business men, laborers and 
farmers can agree. These are: 

First—Revival of housing as out- 
lined by the President. 
 Second—Revision of taxation pol- 
icy to cure injustice but to main- 
tain revenue. 

Third — Maintenance of farm 
purchasing power and protection of 
the consumer by enacting a work- 
able form of the ever-normal gran- 
ary into law. 

Fourth—Maintenance of the pur- 
chasing power of labor and there- 
fore protection of markets for farm 
and industrial products by a sensi- 
ble labor program. 

Fifth—Assurance of an abundant 
supply of cheap credit and capital 
through a healthy securities mar- 
ket, to encourage increased output 
and employment. 

Sixth—Provision of government 
capital in case of need to carry 
the burden until such time as the 
use of private capital takes its 
place. 

Seventh — Continuance of our 
careful, thoughtful approach to the 
revival of world peace and world 
trade by means of Secretary Hull’s 
trade agreement program. 

Through steps such as these ag- 
riculture, labor, business and gov- 


ernment may cooperate in a come . 


mon-sense way to resume the re- 
covery march. 


(Full text of an address Dec. 6 
on the Washington Star Radio 
Forum over an N. B. C. network.) 


Mr. Mellon's "Vindication": 
How the Tax Board Ruled 


“No fraud” in his returns. Re- 
duction of Federal Tax 
claims. Approval for art gift. 


NDREW W. MELLON’S unwaver- 

‘ing faith that he would be ac- 
quitted of the government’s charge 
of income tax fraud had a post- 
humous vindication. 


The 15-member United States 
Board of Tax, Appeals, in a decision 
last week—15 weeks after the 
death of the man who had been 
Secretary of the Treasury under 
Presidents Harding, Coolidge and 
Hoover—unanimously held that he 
“did not file a false and fraudulent 
return, with the purpose of evading 
taxes” and that no part of the de- 
ficiency in taxes is attributable to 
fraud. 

The decision was described by one 
Mr. Mellon’s executors, Donald D. 
Shepard, as “another victory for 
Mr. Mellon, in that it wipes out all 
charges of wrong-doing.” 

The charge of fraud, which led to 
bitter exchanges between Govern- 
ment counsel, headed by Robert H. 
Jackson, then assistant general coun- 
sel of the Internal Revenue Bureau, 
who pressed the charges, and Frank 
J. Hogan, who represented Mr. Mel- 
lon, was the highlight of the litiga- 
gation that began om March 11, 
1934. The Department of Justice 
at that time announced it was pre- 
senting to grand juries charges of 
tax evasion and avoidance against 
Mr. Mellon. 


INDICTMENT REFUSED 

Less than two months later, a 
grand jury at Pittsburgh rejected 
the evidence presented as “not a 
true bill” and refused to indict Mr. 
Mellon. That ended the jury pro- 
ceedings. 

The 125-page decision not only ex- 
onerated Mr. Mellon of the charge 
of fraud but it cut down the Gov- 
ernment’s tax claim from $3,089,261 
to a figure yet to be computed, esti- 
mated by the estate at $540,000, in- 
cluding interest, and by the Govern- 
ment at approximately $700,000. 
These additional taxes awarded the 
Government are based on interpre- 
tations of reorganization: of corpo- 
rations he founded. Even as’ to 
these, according to Mr. Shepard, an 
appeal may be taken within 90 days 
to the Circuit Court of Appeals at 
Philadelphia, as, he said, any tax 
collection from the Board’s award 
would have to come out of funds left 
by Mr. Mellon for charity. 


HOW RULING RESULTED 

In six of ten charges of taxes due, 
the Board ruled for Mr. Mellon; in 
three charges it sustained the Gov- 
ernment; and in the remaining one 
there was a compromise. 

Issues on which the Board ruled 
were: 

For the Mellon estate: 

On the sale of 123,622 shares of 
Pittsburgh Coal Co. common stock 


to the Union Trust Company of 
Pittsburgh. The Board held Mr. 
Mellon was justified in claiming de- 
duction of $5,677,000 for “capital 
loss,” plus “ordinary loss.” The 
Government claimed the sale was 
fraudulent; the Board upheld it as 


completed, valid sale. 


On deduction of $447,000 for loss 
involved in sale of stock, which cost 
him $775,000, to the Ascalot Corpo- 
ration which his daughter owned, 
for $328,000. Held valid and bona 
fide sale. 

On charges of fraudulent return 
with intent to evade taxes, charges 
dismissed. 

On ownership of. bank stocks. 
The Government claimed $47,000 
tax due. The Board ruled in 1931 
Mr. Mellon was not the owner of 
any bank stock. 

On certain profits under the liq- 
uidation of the Union Construction 
Co., of which he was one of four 
stockholders. The Board ruled he 
was “correct in the theory underly- 
ing his computation of gain upon 
the Union liquidation.” 


GIFTS OF PAINTINGS 

On deductions claimed for gift of 
five famous paintings, Raphael’s 
“Madonna of the House of Alba,” 
Botticelli’s “Adoration of the Magi,” 
Perugino’s “Crucifixion of St. John, 
the Magdalene and St. Jerome”; 
Van Eyck’s “Annunciation” and 
Titian’s “Venus with the Mirror.” 
The Board upheld Mr. Mellon’s 
transfer of these old masters to the 
A. W. Mellon Educational and Char- 
itable Trust as a complete and valid 
trust. 

For the Government: 

On a deduction of $400,000 claimed 
by the financier as a loss %n sale of 
27,000 shares of Western Public 
Service Corporation stock to the 
Union Trust Co. The evidence showed 
the stock was required 37 days after 
sale. The deduction was disallowed 
for failure to prove no contract or 
option to reacquire was entered 
into within 30 days of the sale. 

On ‘taxable gains” from transac- 
tion relating to McClintic Marshall 
Construction Company and Bethle- 
hem Steel Corporation. “Gain to 
petitioner” was recognized. 

On taxable dividends paid by Mr, 
Mellon to the Union Construction 
Company, the board held payments 
cannot be considered as loans. 

Compromise: 

On the “fair market value” of 
stock of the McClintic-Marshall 
Construction Company on March 
1, 1913, the Government said $140 
a share; Mr. Mellon said $500; the 
Board held $300. 


CONTRIBUTIONS RECITED 

The Board recited the large con- 
tributions to charitable, religious 
and educational purposes made by 
Mr. Mellon, his creation of a trust to 
administer and distribute the gifts, 
the $50,000,000 art collection turned 


[Continued on Page 19.) 
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INDUSTRY 


THE UNITED STATES 

NEWS presents in full the 
following address made on Dec. 
7 by Lammot du Pont, presi- 
dent of the E. I. du Pont de 
Nemours Company, as the key- 
note of the “Congress of Amer- 
ican Industry.” This address 
is considered important as an 
outline by a key figure in 
American industry of the na- 
ture of the task involved in 
putting to productive work the 
nation’s present idle, and as 
representing American indus- 
trial sentiment that business is 
ready to assume the burden of 
social responsibility if the 
“fog were lifted” as to what 
lies ahead in taxation and labor 
trends. 


MID the confusion and contro- 

versy that mark the economic 
thinking of today, we stand in re- 
markable agreement on one point. 
American opinion seems unanimous 
that the chief hope for a lasting 
solution of our major social diffi- 
culties lies in the vigorous expan- 
sion of industry into new fields. 

All sides are looking to industry 
and to industrial science to create 
millions of new: jobs and end un- 
employment for all who can and 
will work. 

Granting that the purchasing 
power of a part of our population is 
too low, it is industry alone that 
can produce the additional national 
income necessary to a measurable 
improvement of this condition. 

Some parts of our agriculture are 
disorganized. In the past, techno- 
logical progress originating in and 
made available by industry has been 
the recourse of the American farm- 
er in similar emergencies; so that 
here, too, industry and science are 
being hailed as agriculture’s great- 
est hope. 

We have gone far in 50 years, 
either directly through industry, or 
indirectly through the funds that 
industry and those who have prof- 
ited by it have provided in taxes, 


‘in grants to educational enterprise. 


scientific research and other agen- 
cies working for the common good. 


PROBLEMS STILL UNSOLVED 

This tremendous advance, from 
which the vast majority of us have 
gained, has tended to make us more 
acutely aware of the problems still 
facing us and of those among us 
who have gained little. Poverty, 
unemployment and disease are no 
longer accepted by us as unavoid-, 
able world-old hazards of man’s ex- 
istence on earth. As a people, we 
recognize a regponsillity for their 
progressive reduction and, if pos- 
sible, their eventual removal — an 
end once thought to be unattain- 
able. 

Let us remember that industry 
inspired this viewpoint by virtue of 
solid accomplishment that has 
raised us, nationally, to a _ plane 
from which, for the first time in 
history, we can see over the walls 
of precedent. hie 

In this, the world’s most intensely 
industrialized nation, poverty and 
want, real though they are, have 
become lesser problems than in any 
comparable community, regardless 
of its form. of government, its po- 
litical leadership or its economic 
pattern. 

We have in the United States less 
than 7 per cent of the world’s popu- 
lation and less than 6 per cent of the 
world’s land, and yet the annual do- 
mestic business done by, between 
and among Americans represents 
almost 40 per cent of the world’s 
trade. 

So far as America is concerned, 
poverty has become a relative term 
in the past 50 years. In many lands 
what we call poverty would be called 
well-being, what we define as well- 
being would be called riches. The 
most formidable social problems of 
the present dwindle into a mere 
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fraction of the whole when we re- 
gard the enormity of what was un- 
dertaken by industry on this conti- 
nent and the distance we have come 
toward our goal. The wonder today 
is not that we have problems still to 
solve but that we have so few of 
them. | 

It is not surprising, therefore. in 
this indusirial age, in this indus- 
trially built nation, that the bulk of 
responsibility for future social bet- 
terment should be placed on indus- 
try’s shoulders. It belongs there. 
And industry accepts that responsi- 
bility. Even more, we welcome this 
responsibility with full confidence in 
our own and our Nation’s capacity 
to discharge it successfully. All that 
we ask is the same fair opportunity 
to work that we believe should be 
given to the humblest citizen. 


THE ONUS ON CAPITAL 

The difficulties confronting us are 
not of recent origin. Their roots sink 
through ali the levels of civilization 
to the very beginning. It follows 
that they cannot suddenly be, re- 
moved. New jobs. new wealth, farm 
prosperity cannot be picked like 
dreams and theories out of the air. 
They can be produced only through 
planned research. planned develop- 
ment, and by planned expansion of 
plant, sales, administrative and 
other facilities, which means at ev- 
ery step the planned expenditure of 
capital months and years in ad- 
vance of one penny of return. 
this must be intelligent planning. 

In my own company certain proj- 
ects, only now coming to fruition, 
had their genesis as far back as eight 
Or ten years ago. A new type of 
motor truck tire recently placed on 
the market was under test for three 
years before the tire manufacturers 
were satisfied its production was 
warranted, and prior to that re- 
search chemists worked even longer 
on the basic development that made 
the tire possible. 

So-called new industries such as 
air conditioning, rayon, plastics, 
radio were twenty or more years in 
developing their present momen- 
tum. These instances are typical. 


THE NEED FOR PLANNING 

All forward-looking industrial ac- 
tivity is planned. It is based on 
What the planners believe will be 
the needs and conditions of one, 
five, ten or even twenty years hence. 
Before a new factory is built or an 
old one is enlarged, before a pound 
of raw materials is ordered or a dol- 
lar is appropriated for wages, ad- 


vertising and other expenses, indus- | 


dustry must know with some reason- 
able degree of certainty the condi- 
tions that will prevail once the 
Wheels begin turning. Even the 
Smallest retail merchant, who buys 
in February for delivery in Novem- 
ber, faces this identical problem of 
trying to gauge the future. He is 
bold or cautious according to the 
range and clarity of his vision. So 
is all business. 

Obviously, then, when the future 
is uncertain, business is uncertain. 
It becomes like an automobile driver 
who, blinded by fog, feels his way 
Over a strange road fearful of the 
ditch. The power and speed built 
into the car are useless. There is 
no fair opportunity to employ them 
except at the risk of a wreck. Con- 
sequently the sensible driver slows 
down or pulls off to the side until 
the fog lifts. 


WHAT INDUSTRY FACES TODAY 
Today, industry is blanketed by 


just such a fog of uticertainty. 


Uncertainty rules the tax situa- 


And, 


tion, the labor situation, the mone- 
tary situation, and practically every 
legal condition under which industry 
must operate. 


Are taxes to go higher, lower, or 

stay where they are? We don’t 
know. 
Is labor to be union or non-union, 
is the A. F. of L. or the C. I. O. to 
dominate it. and in any event what 
Will be expected of the employer? 
It is impossible even to guess at the 
answers. 

Are we to have inflation or defla- 
tion, more Government spending or 
less? Industry is without a scrap 
of Knowledge on either subject. 


Are new restrictions to be placed 


on capital. new limits on profits? 
Industry doesn’t Know. 

The whole future is a gigantic 
question mark. 

I say this in criticism of nobody. 
Perhaps the uncertainties of the re- 
cent past, which were, in part at 
least, the outgrowth of world con- 
ditions beyond any one nation’s con- 
trol, justify and excuse the uncer- 
tainties of the present. That is for 
history to decide. What has been 
done. wisely or unwisely, is behind 
us. Let us leave it there. It is no 
time for post mortems. 


“LIFT THE FOG” 

However, if industry is to be given 
the fair opportunity to work that 
it seeks. some definition should be 
given of what, to those of us in in- 
dustry, would constitute a fair op- 
portunity. My own thought may be 
summed up in a sentence: 

“Give industry a reasonable de- 
gree of certainty upon which it can 
count in planning current and future 
operations.” 

In short—lift the fog and let us 
see the road we must travel. 

At this juncture, the stabilization 
of tax rates over a definite period, 
plus a simplification of the tax 
Structure, may be almost more im- 
portant than the actual level of 
taxes. Simplification of the tax 
structure would, indeed, amount toa 
tax reduction, because it would de- 
crease the high and ever-rising cost 
the taxpayer must bear to determine 
what taxes he owes. 

The present fear that we face a 
rapidly ascending tax scale, as well 
as new taxes, the nature of which 
nobody can guess, stands like a wall 
in the path of industrial expansion. 


THE LABOR SITUATION 

The labor situation should be sta- 
bilized. Strikes, broken contracts, 
wars within labor’s own ranks, the 
constant threat of sweeping new 


ASKS AN END TO UNCERTAINTY 
TO FREE 25 BILLIONS FOR EMPLOYMENT 


laws, have reduced industrial plan- 
ning to the category of a gamble, 
so far as the labor factor is con- 
cerned. Employer, labor and public 
alike are suffering in consequence. 
Unemployment is increasing. New 
plants that were planned have not 
been built. They dare not be built 
in face of the uncertainty. 

Here again ts a situation wherein 
the stabilization of fair conditions 
over a definite period may be more 
important even than the details of 
wage rates and hours or the precise 
form of labor organization. 

If industry is to have a fair op- 
portunity to work, the legal rules 
under which it must operate should 
be stabilized imemdiately. As long as 
the law making mills grind, the fog 
of uncertainty mocks the industrial 
planner. Business needs more than 
a mere breathing spell from legis- 
lative experimentation. It needs pos- 
itive, reliable assurance that the 
complicated terms and conditions 
under which it must function are 
finally determined, subject only to 
an unmistakable public demand for 
their amendment. 

As it is, the business man is the 
subject of more legislative concern 
than the criminal. The latter en- 
joys far less uncertainty of the laws 
prescribing his operations. The crim- 
inal laws are stabilized. 


INDUSTRY AND EMPLOYMENT 

Few people realize the cost of put- 
ting one man to work. A recent 
study of more than 100 factories em- 
ploying 112,000 men and women 
showed a computed average invest- 
ment per employee is excess of $8,- 
000, of which almost $3,000 repre- 
sented working capital. 3 

On the basis of these figures, 
which undoubtedly are low for in- 
dustry as a whole, the task of pro- 
viding the facilities and working 
capital necessary to give jobs to the 
existing labor surplus in this coun- 
try is one that pre-imposes an in- 
vestment by private industry that 
would be no less than 25 billions of 
dollars, and which might greatly 
exceed that sum. 

That is to say, it will take 25 bil- 
lion dollars, or more, invested a 
year, two years, perhaps even ten 
years, in advance of any hope of 
return on it, to create 3,000,000 in- 
dustrial jobs that do not now exist. 
If anything, this is an under state- 
ment of the problem. 

Such an expansion of the present 
employing structure can only be 
achieved by the discovery, develop- 
ment and popularization of new 
products, by vastly broadening the 
market for existing products 
through lowering their cost, and by 
maintaining a rule of fair return 
for all effort, not excepting capital 
effort. 

The task is staggering in its size 
and complexity, even assuming a 
reasonably clear road and reason- 
ably stabilized conditions. However, 
it is neither hopeless nor impossible. 

Since 1900 more than 50,000,000 
persons have been added to our 
population. The best estimates are 
that we will add less than two- 
fifths of that number in the next 30 
or 40 years, after which the popu- 
lation will decline. The future prob- 
lem of providing a job for every 
worker is, on its face, a much 
smaller one than was that of the 
three or four decades immediately 
behind us. 

At the same time the facilities for 
creating jobs have been sugmented. 
It is elemental to point out that 
science andinvention are based nec- 
essarily on knowledge, and that 
knowledge is cumulative. We know 
vastly more today than we did in 
1900. We have hundreds working 
to create new things where _ before 
we had tens. 
organized. The industrial research 
laboratory is, practically, a child of 
only yesterday just enteling adult- 
hood. 

In recent years, more than 10,000 
new metal alloys and more than 
250,000 new compounds of chemicals 
have been produced. Of these, only 
a handful as yet are in use or their 


possibilities realized. What they hold 
in the way of new materials for 
industry, new drugs for medicine, 
new products for new industries and 
new jobs, is a guess beyond the most 
fertile imagination. 


Once dependent wholly on natural : 
materials, only man’s own ingenuity 
is now the limiting factor in indus- 
try. From an industria: era of 
adaptation, we have entered a new 
era of creation. The next ten years 


should outstrip the previous twenty, 
the next twenty the previous fifty, if 
the opportunity for accomplishment 
remains at all comparable. Amer- 
ica’s industry asks only that fair 
opportunity. 
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Deserves The 
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@ He’s the heart of the household— 


center of the domestic stage. Nothing 


is too good for your baby! So give him 
foods of thesame high quality you enjoy 
—Heinz Strained Foods. 

Heinz uses only the world’s choicest 
vegetables, fruits, meats, and cereals. 


them under vacuum. 


You'll save hours of kitchen toil by 
ordering Heinz Strained Foods. And 
you'll be giving baby the best! Twelve 


tasty kinds. 


sauce. 


tomato sauce and pork. 


Sauce, 


sugar Sauce. 


STRAINED FOODS 


BOSTON - STYLE... Oven- 
baked with pork and molasses 


PORK-AND - TOMATO 
SAUCE... Oven-baked with 


VEGETARIAN STYLE. 


Oven-baked with rich tomato 


RED KIDNEY BEANS. 
Oven-bakedintheirownsweet 


For ink 
MEALS! 


@® Take a tin of Heinz 
Cooked Spaghetti — open 
— heat! Before you can 
bat an eyelash, you’ll 
have a perfect one-dish 
dinner! Heinz sauces the 
tender strands with a savory blend of “aristocrat” 
tomatoes, spices and perky cheese. Mmmmmmm! 
Give leftovers a new lease on life by serving them 
with Heinz Cooked Spaghetti! 


12 KINDS: 1. Peas. 2. Beef 
and Liver Soup. 3. Carrots. 
4. Prunes. §. Spinach. 
6. StrainedVegetable Soup. 
7.Cereal. 8 Tomatoes. 
9. Green Beans. 10. Apri- 
cots and Apple Sauce. 
11.Mixed Greens. 12. Beets. 


HEFS at the House of Heinz have old-fashioned ideas 
about beans. Insist that they must be thoroughly 
baked! So, the beans are patiently sorted and soaked— 
then popped into hot, dry ovens until mealy and tender 
with roasted goodness. Next, they are drenched in the 
tastiest sauces that ever satisfied man’s hunger! 


Just Heat and Serve! 


Fixing a hearty bean supper for your family is now 
merely a matter of minutes. All you have to do is open, 
heat and serve Heinz Oven-Baked Beans—in any of the 


a four delicious styles. They’ll boost your culinary rep- 
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—Underwood 
HE LOOKS BEFORE YOU BUY 
Donald E. Montgomery, Consumers’ Counsel to the 
Agricultural Adjustment Administration, once more 
will be on the lookout for consumers’ interests when 
the impending crop controls begin to show their 
effect on the family food budget. 


Labor 


EMBERSHIP in trade associations, if the pur- 
pose of such associations is to combat organi- 
gation of employes,.may be a form of unfair labor 
practice within the meaning of the Wagner Act. 
If an employer is found by the Labor Board to have 
used the association in furtherance of a campaign 
to destroy a union of its workers, it may be ordered 
to cease contributions to the association and to dis- 
continue cooperation with it. Source: Labor Board 
Order, Nov. 27. 


In case an employer permits his workers to en- 
gage in outside activities on company time, as in the 
course of rest periods, he may not make a special 
rule against solicitation of union membership dur- 
ing such times and discharge a person who violates 
this rule. Any employe discharged under such con- 
ditions is entitled to reinstatement if he so desires 
even though in the meantime he has secured an- 
other job. Source: Labor Board Order, Dec. 1. 


Persons hired to take the place of strikers in a 
dispute over collective bargaining rights are not 
employes within the meaning of the National and 
at least one State Labor Relations Acts. Those who 
have gone on strike, on the other hand, are con- 
sidered to be employes. Source: New York Labor 
Board Order, Nov. 27; Orders of National Labor 
Board. 


* 


If a craft union wishes to be placed on the ballot 
in a Labor Board election in a large plant em- 
ploying mostly unskilled workers so that it may 
compete for designation as bargaining agent within 
a group of craft workers, it must show that it has a 
Substantial percentage of members within the craft 
group before its claim will be considered by the 
Board. Source: Laoor Board Order, Nov. 20. 


k * 


A craft union may be permitted to represent 
workers of other crafts in addition to those which it 
admits to membership if there are conditions which 
make this appropriate. One such condition would 
be the bargaining history of the union and em- 
ployer. Another would be the wishes of the em- 
ployes. Source: Labor Board Orders, May 13, 1936; 
Nov. 29, 1937. 


* 


While the Wagner Act does not require an em- 
ployer to sign a written contract after he has 
reached an agreement with the representative of 
his employes, his announced intention of refusing 
to do so may be evidence of an unfair labor prac- 
tice. Source: Labor Board Order. 

xk k * 

In case the Labor Board considers it necessary to 
follow up inquiries which it believes has bearing on 
a complaint against an employer, it may require the 
attendance and testimony of witnesses and the pro- 
duction of any evidence that relates to any matter 
under investigation or in question. Source: Na- 
tional Labor Relations Act. 


Banking and Loans| 


ARM operators or ‘owners Should not give new 
notes for cancelled debts under “persuasion’ 

of former creditors who had agreed to scale their 
claims and settle for what the farmer could borrow 
from the Federal Land Bank and the land bank 
commissioner. The courts have held repeatedly 
that such creditors violate a legal contract when 
they attempt to collect more than the amount of 
the claim, as reduced by the “scale-down agree- 
ment.” Source: Farm Credit Administration, Dec. 8. 


Government Contracts 


ONTRACTORS are liable for State taxes levied 
on the payments which they receive from the 
Government. This ruling of the Supreme Court has 
wide implications in the whole field of Federal and 
State taxation of payments made by the Govern- 
ment. It was distinguished by Chief Justice Charles 
Evans Hughes from earlier decisions of the Court 
in which sales to the Federal Government have 
been held to be immune from State taxation, on the 
ground that the earlier decisions “must be deemed 
to be limited to their particular facts.” Source: 
Supreme Court Opinion, Dec. 7. 


Transportation 


ASSENGERS on Western and Southwestern rail- 
roads must pay 2!4 cents per mile on one way 
tourist sleeping cars and corresponding increases 
for a round trip. The former rate was 2 cents 
Source: Interstate Commerce Commission, Dec. 3. 
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\ 
Housing 


ORTGAGE holders and prospective investors in 
mortgages mav benefit from studies now being 
undertaken by the Federal Housing Administration 
to find some méans for reducing foreclosure fees 
in some States. Under present conditions, building 
is being held back in these States because it costs 
too much to foreclose. Source: Statement by Ab- 
ner Ferguson. general counsel of the FHA, Dec. 8. 

Investors may be given additional returns in 
housing investments if a proposal is adopted which 
was made last week, before the Senate Banking 
Committee’ by Governor Marriner S. Eccles of the 
Federal Reserve Board. Mr. Eccles recommended 
that debentures issued under the provisions of the 
Housing bill, now pending before Congress, should 
be made tax exempt or a higher interest rate be 
permitted on mortages. Source: Statement by 
Governor Eccles. 

x * 

Officers of city governments, according to tenta- 
tive plans fer administering the Federal Govern- 
ment’s $500,000,000 low-cost housing program, may 
arrange to make the 10 per cent contribution re- 
quired of municipalities before they may be al- 
lotted a housing project, in the form of land, im- 


—Underwood & Underwood 
TO BE CONTINUED 

Interstate Commerce Commissioner Clyde B. Aitchi- 

son, who announced the ICC’s overruling of the rail 

carriers’ motion for an immediate freight rate increase 

last week, thereby necessitating continuance of hear- 

ings on the proposal with little hope of any decision 
for many weeks to come. 


provements or services. Cash contributions may in- 
clude appropriations and special assessments due 
when the site is acquired and private donations. 
Source: Statement by Nathan Straus, United States 
Housing Administrator. 
x * 

Persons desiring to buitd houses which will cost 

not more than $6,000, under the proposed amend- 


ments to the National Housing Act, need put up~- 


only 10 per cent of the purchase price. Mortgages 
not in excess of $5,400 which represent up to 90 
per cent of the appraised value of owner-occupied 
houses may be insured by the Federal Housing Ad- 
ministration. Source: Housing legislation proposed 
to amend the National Housing Act. 

« * 

Financial institutions, under the proposed hous- 
ing legislation, will be able to get insurance of 
mortgage loans not in excess of $200,000 up to 80 
per cent of the appraised value of groups of not 
less than 25 single-family dwellings and apart- 
ments where costs per room do not exceed $1,000. 
Source: Pending housing bill. 

x * * 

Financial institutions will be able to get insur- 
ance, under the proposed housing legislation, of 
mortgages not in excess of $5,000,000 up to 80 per 
cent of the appraised value of large-scale rental 
properties,- where the costs per room do not exceed 
$1,200. Source: Pending housing bill. 

* 

Formation of national mortgage associations is 
encouraged by the provisions of the pending hous- 
ing legislation. Such associations would be au- 
thorized to buy insured mortgages and to make 
mortgage loans to large-scale rental properties 
through the sale of 3% per cent or 4 per cent de- 
bentures secured by Government guaranteed mort- 
gages. Such associations also could invest in other 
FHA insured mortgages. The RFC would be au- 
thorized to subscribe up to $50,000,000 capital to one 
or more such associations which then would be 
permitted to issue debentures up to a maximum of 
$1,000,000,000. Source: Pending house bill, and 
President's message. 


Agriculture 


AYMENTS to large agricultural producers under 
the proposed Farm Act are strictly limited by 
amendments to the bill adopted by the House. Such 
producers are to receive not more than $7,500 an- 
nually, the bill now provides. Originally the meas- 
ure provided only for a 25 per cent reduction in 
payments in excess of $2,000; this has been amended 
to apply to all payments in excess of $1,000. 
Produce dealers must not ship potatoes produced 
in Colorado, Nebraska and Wyoming in interstate 
commerce if the potatoes grade U.S. No. 2 or lower 


and are less than 1‘s inches in diameter. Potatoes 
shipped for seed before Feb. 1, 1938, are exempted 
trom the size requirement. Source: Agricultural 
Adjustment Administration, Dec. 7. 
x* * 
The Federal Government can prosecute charges 
of violation of criminal provisiong of the invalidated 


AAA, ihe Supreme Court holds in the case of six | 


Oklahomans indicted for conspiring to defraud the 
Government during the i933 hog-killing program. 
The court, through Chief Justice Hughes, says the 
indictments were brought under tho ‘false claims” 
act which applies to fraud against unconstitutional! 
programs. Source: Supreme Court. Dec. 6. 


Taxes 


Income Taxes 


Non-resident alien husbands or wives may lose 
the right to file a joint tax return. The House Ways 
and Means Subcommittee on Taxes tentatively has 
decided that certain advantages which result from 
the filing of joint returns should not be allowed to 
non-resident alien spouses. Source: Statement Dec. 
8 by Representative Vinson. 

x * * 


State and municipal employes and holders of tax 
exempt securities, as a result of the Supreme Court’s 
tax decision last week, do not face early Congres- 
sional action to levy new taxes on them. The House 
Ways and Means Subcommittee on Taxation has 
abandoned all thought of recommending such legis- 
lation in view of the implications of the Court’s 
opinion. However, an amendment to the Constitu- 
tion to permit levying such taxes is still a possible 
avenue of legislation. Several amendments of this 
nature are vending before Congress. Source: State- 
ment Dec. 8 by Representative Fred M. Vinson, 
chairman of the subcommittee. 

x * * 

Business men and other individuals would be re- 
quired to file tax returns when their gross receipts 
exceed $25,000 under another tentative agreement 
of the House Ways and Means tax subcomittee. 
Taxpayers may be avoiding taxation, either inno- 
cently or wilfully, it was pointed out, and this 
recommendation has been decided upon to insure 
that a check-up will be made to learn whether 
their income is really, taxable. Source: Statement, 
Dec. 8, by Representative Vinson. 

x * * 


Corporation Taxes 
ORPORATIONS paying Federal income taxes in 


Pennsylvania in computing their taxes may » 


deduct payments under the Corporate Net Income 
Tax of the State. Source: Internal Revenue Bureau, 
Dec. 7. 

x 

State bank officials will be placed under a system 
of uniform State banking regulations, if proposais 
of the executive committee of the National Asso- 
ciation of Supervisors of State Banks are carried 
out. As a preliminary step to obtain uniform State 
banking laws the committee last week asked the 
Federal Deposit Insurance Corporation to collabo- 
rate in drafting legislation which would make it an 
official Federal advisory committee to the Corpora- 
tion. 

* 

If the action contemplated by the executive com- 
mittee of the National Association of Supervisors of 
State Banks is carried out, State bank officials 
would be placed under uniform laws having these 
provisions: (1) Uniform minimum capital require- 
ments for all State banks; (2) a loan to any one 
individual or corporation would be restricted to 10 
per cent of the capital stock and surplus; (3) pur- 
chase of common stocks would be barred; (4) State 
banks would not be allowed to make loans to offi- 
cers, directors, or employes; (5) uniform examina- 
tion would be required; (6) Tenure of office and 
Salaries of State bank supervisors would be raised. 

x * * 


Poll Taxes 


ITIZENS of a State, which imposes poll taxes as 
a condition to voting for President, Vice-Presi- 
dent and Member of Congress have no legal redress 
against such a law. A law imposing such condi- 
tions has been held constitutional by the Supreme 
Court. Source: Supreme Court opinion, Dec. 7. 


Estate Taxes 


HEN estate and inheritance taxes are levied by 
two states on one estate the Federal Govern- 
ment will not intervene between the States. The 
Supreme Court, declining to intervene in an inter- 
State dispute over levying of such taxes, refused to 
enjoin collection of taxes by either California or 
Massachusetts on the estate of a Massachusetts 
man. Source: Supreme Court, Dec. 6. 
x * * 


Excise Taxes 


THEATER operator does not have to retain 

ticket stubs in compliance with the require- 
ments of the admissions tax if he does not sell 
reserved seat tickets; does not sell tickets to ticket 
brokers or speculators; does not sell any tickets for 
more than the established box office prices; does not 
Sell tickets except through a mechanical ticket sales 
recording device which keeps accurate records of 
all sales; and keeps hourly records of transactions 
made through a mechanical device which are 
equivalent to an individual count of ticket stubs. 
Source: Internal Revenue Bureau, Dec. 6. 


Social Security 


aegis of eight or more persons who come 
4 under the unemployment insurance system must 
calculate the amount of tax due under the unem- 
ployment insurance phase of the Social Security 
Act. after Jan. 1 on the basis of a 3 per cent Fed- 
eral tax on wages instead of a 2 per cent tax, the 
rate this year. Source: Social Security Act. 
x * 


_Employers in 22 States and the District of Co- 
lumbia may guide their personnel policies after the 
first of the year in light of the fact that unem- 
ployment compensation systems will be in opera- 
tion. The States in which unemployment insuranc? 
coes into effect Jan. 1 are Alabama, Arizona, Califor- 
nia, Connecticut. District of Columbia. Louisiana, 
Maine, Marviand, Massachusetts. Minnesota. New 
Hampshire, New York, North Carolina, Oregon, 
Pennsylvania, Rhode Island, Tennessee, Texas, 
Utah, Verment, Virginia and West Virginia. The 
system already is in operation in Wisconsin: 


= 


Agents and solicitors of life insurance com- 
panies whose methods of work are not rigidly de- 
fined and whose relationship with the companies 
is on a contractual basis do not have to pay So- 
cial Security taxes. Where the usual employer- 
employe relationship exists the taxes must be paid. 
The Internal Revenue Bureau last week nrewersed 
its ruling in the case of a particular company 
where it had held that the emploves came within 
the Act and thus had to pay the taxes. 

* 

Where an employee accepts a negotiable promis- 
sory note as remuneration for employment. the 
fair market value of the note at the time of deliv- 
ery to the employe constitutes “wages” in deter- 
mining the amount of tax due under the old-age 
benefits and unemployment compensation phases 
of the Social Security Act. Source: Internal Reve- 
nue Bureau,: Dec. 6. | 

~*~ * 


Taxes under the old-age benefits section of the 
Social Security Act are to be computed on the basis 
of the date when wages are credited to an employe, 
irrespective of the time at which the employe ac- 
tually receives them. This ruling is made to cover 
the.case of companies which credit wages to their 
emploves at the end of a month or any other speci- 
fied- period, though the employes do not actually 
withdraw the wages until later. Source: Internal! 
Revenue Bureau, Dec. 6. 

* 

When-a member of a fraternity is given pay by 
the organization for duties which he performs as 
secretary, such payments constitute “wages” and 
are subject to the taxes imposed under the old-age 
benefits and unemployment compensation sections 
of the Social Security Act. Sources: Internal Reve- 
hue Bureau, Dec. 6. 


Business men who are not sure whether or not 
their salesmen can be classified as independent con- 
tractors for Social Security tax purposes should ask 


—Underwood & Underwood 

A “SENATOR'S PRESCRIPTION” 
Senator King of Utah, as a means of expediting 
modification of the undistributed profits and capi- 
tal gains tax offered his revision in the form of a tax- 
relief rider to a House tax bill pending in the Senate. 


the Bureau of Internal Revenue for a ruling. If the 
salesmen are classed as independent contractors no 
Social Security taxes need be paid. 

* * 


Heavy penalties are levied on employers for So- 
cial Security tax evasion. In case of the willful fil- 
ing of a false or fraudulent return the penalty is 
50 per cent of the total taxes due for the period 
involved, including all taxes paid previously. 

* * 


In case of a willful failure of an employer to pay 
any tax due under the Social Security Act the pen- 
alty is a fine of not more than $10,000 or imprison- 
ment for not more than one year or both. In case 
of failure to collect and pay over an¥® tax due from 
employes or for willful assistance in preparation of 
false return a fine of ndt more than $10.000 may be 


levied and not more than five years imprisonment. ° 


—Wide World 


CONSUMERS’ COAL PROTECTOR 


John Carson, Consumers’ Counsel to the National 

Bituminous Coal Commission, calls for a hearing 

before the Commission to appraise the bases on which 
the proposed minimum prices were announced. 


Business Regulation 


MANUFACTURER of fabrics must not misrepre- 
ZR sent the quality of the merchandise he sells by 
inadequate labeling. or labeling whichis not efitirely 
clear to the buver. This means that it is an unfair 
trade practice to display prominently the phrases 
“nure dye” and “crepe” in a label and at the same 
time inconspicuously to include in the label the fact 
that the material includes rayon as, well as silk. 
Source: Federal Trade Commission, Dec. 6. 


A company must not ship blended whisky in 
interstate commerce without (first .obtaining 


certificates of label approval for the labels attached 
to the bottles of such whisky. Source: Federal Al- 
cohol Administration. Dec. 7. 

x 

A company Its guilty of an unfair trade practice 
when it represents that its salesmen make larger 
earnmgs than are shown by its sales records and 
refers in its advertising to certain persons as being 
on its sales force ‘when these persons no longer 
are selling its merchandise. Source: Federal Trade 
Commission, Dec. 6. 

* 

A paint company Is practicing unfair competition 
in representing that it makes all the paint it sells 
if, during the busy season, some of the paint is 
made by other companies from ingredients and 
formulas furnished by it. Also, a company must 
not misrepresent the amount of savings which may 
be made by purchasing its products. Source: 
Federal Trade Commission, Dec. 6. 

x * * 

A cosmetics manutacturer is guilty of an unlaw- 
ful act if he represents that his products contain 
avocado oil in substantial quantities when the oil 
is not present in some of the products and is found 
in the others only in negligible amounts. Source: 
Federal Trade Commission, Dec. 6. 

A manufacturer of a cod liver oil product as a 
poultry remedy must not advertise that its products 
improves the quality of eggs unless it makes clear 
the exact conditions under which that is possible. 
Federal Trade Commission, Dec. 7. 

x * * 

Priority in establishment of radio stations is not 
a reason for legal preference in considering appli- 
cations for station licenses. The United States Cir- 
cuit Court of Appeals so held in upholding five FCC 
rulings on radio station applications. 

Publishers of books dealing with treatment of 
foot ailments must not claim that the treatments 
described will cure all foot troubles and that the 
prescriptions are used by foot specialists unless they 
are actually used by specialists. Source: Federal 
Trade Commission, Sept. 3. 

x 

A company offering a course in art lettering must 
not title a book which they offer for sale “The Art 
of Lettering” unless the book comprises a complete 
course in that art. Source: Federal Trade Commis- 
sion, Dec. 3. | 

* 

Rules and regulations, formulated by the Na- 
tional Munitions Control Board,. put additional 
restrictions on exports of tinplate scrap. To con- 
serve the domestic supply of this metal, producers 
of tin plate scrap cannot export more than 25 per 
cent of their respective production during 1938. 
There is an exception in the case of small operators 
producing not more than 25 tons; they may export 
their entire production. Source: State Department, 
Dec. 7. 


Securities Regulation 


FTER Jan. 1, 1938, brokers doing business on se- 
curities exchanges will be required to keep a 
separate accounting of a customer’s dealings in 
commodities and in securities. This ruling of the 
Federal Reserve Board is designed to make more 
simple the enforcement of regulations governing 

trading. 

* * 

The customer of a brokerage house whose ac- 
count has been restricted in use for any particular 
cause is permitted to make some withdrawa's from 
that account, from proceeds of sale of registered 
securities, under a revised regulation of the Fed- 
eral Reserve Board. The same revision perm ts 
a customer with a restricted account to make a 
deposit with his broker in a “special miscellaneous 
account” instead of having this deposit absorbed 
into his restricted account. 


Social Regulation 


LL persons in the United States would be placed 

under uniform marriage and divorce laws if an 
amendment proposed to the Constitution last week 
by Senator Arthur Capper, (Rep.) of Kansas, is 
adopted. The measure also would standardize the 
care and custody of children affected by annulment 
of marriages or divorce of their parents. 
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By REP. JOHN E. RANKIN 
Co-Author of Tennessee Valley 
Authority Act 
[Continued From Page 5.) 
squelched, and the power generated 
by the TVA turned over to them at 
a nominal price, so they can resell 
it to the helpless consumers at a 
profit of 4,000 to 8,000 per cent,— 
just as they did before the TVA was 
created and its yardstick rates put 

into effect. | 
In return for such a capitulation 
on the part of the Administration, 
they propose to squeeze a billion and 
a half of the six and a half billion 
dollars of water out of their capital 
structure and spend it restoring 
prosperity—instead of squeezing 
the six and a half billion dollars of 
water out of their capital structure 
and reducing light and power rates 
to about half their present charges. 
That would do more to aid the re- 
turn of prosperity than everything 
else they could do or ever have done. 
These pinch hitters of the power 
interests must have been greatly 
surprised to find that President 
Roosevelt knew more about the 
power business than they did? and 
that he was not only familiar with 
their present practices but with their 
records as well. 


They tried this same stunt on 
President Hoover, in the early days 
of the depression. They were going 
to help bring back prosperity then. 
And they did. (?) That was in 
1929, and the prosperity (?) the 
American people enjoyed from 1929 
to 1932 was largely due to their pro- 
gram. 

Now here is what they did: In- 
Stead of spending more money and 
putting more men to work, they 
merely slowed down construction, 
Taised rates, and increased their own 
salaries. The record shows that in 
1929 the president of the Common- 
wealth & Southern, Mr. Wendell 
Willkie’s predecessor, received a sal- 
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REP. JOHN E. RANKIN 


| ary reached $130,140 a ye 


ary of $43.790 a year. In order to 
restore prosperity, that salary was 
raised to $75.000 a year in 1930. and 
to $130.140 a year in 1932. That 
ought to have stopped the depres- 
sion. 

Be it remembered that the Presi- 
dent of the Commonweaith & South- 
ern was not the. only of these 
utility magnates whose patriotism 
was manifested in this way during 
those trying years. By the way, it 
might not be out of place to mention 
the fact that the common stock of 
the Commonweaith & Southern was 
selling in 1929 at 32, and the 6 per 
cent preferred stock at 104. when the 
President’s salary was $43,790 a year. 
In 1932, the year the president’s sal- 
ar, the com- 
mon stock had dropped to 15, and 
the preferred stock to 273s. There- 
fore it will be seen that while pros- 


perity came rapidly to the highly- - 


paid, useless officials of these use- 
less holding companies, i! went into 
reverse before it got down to the 
stockholders or the consumers. 

Now that the Common- 


Some Plans to Halt the anise 


[Continued From Page &.] 


into a morass. Open that road, pave 
it smooth, put the proper “stop” 
and “go” signs on it, and leave it 
to the drivers to use common sense 
and intelligence, and make it possi- 
ble for them to smile again and to 
forgive errors and laugh at mis- 


takes—and industry will run to new: 


heights of production and distribu- 
tion from which the entire nation 
will benefit. 


RAYMOND RUBICAM, 
Chairman of Young & Rubicam, 
Advertising Firm 

The most essential reason for the 
improved position of industry in 
the public mind is determined lead- 
ership within industry itself. : 
This job of employee and_ public 
relations must not be looked on 
as an emergency job, but as a per- 


manent one. And above all, it must 
continue to be viewed, not as just 
an advertising and publicity job. but 
as first a job of putting better 
values behind the advertising and 
publicity. 

TOM M. GIRDLER, 
Chairman of the Republic Steel 
Corporation 

Entrance of Government into in- 
dustrial relations and the growth 
of labor organizations has created 
a new balance of power: and that 
power should carry its share of re- 
sponsibility. 

x * * 

CHARLES W. FAHY, 
General Counsel, National Labor 
Relations Board 
There can be no trust in or respect 
for an employer who is unwilling to 
recognize the basic rights of labor 
as guaranteed by this [Wagner] Act. 


Before the Economic Club 


WAYNE C. TAYLOR, 
Assistant Secretary of the Treasury 


Polls of public sentiment have 
Clearly indicated that the country 
realizes the necessity for a balanced 
budget. We can look at the future 
with renewed confidence as we see 
this evidence accumulate, but we 
can be a little discouraged when, in 
the face of these urgent demands in 
the national interest, we observe 
the reluctance of special areas, in- 
dustries and economic groups to 
remove as much as one foot from 
the trough, or even to move over to 
make room for a really_hunegry fel- 
low citizen, and the expressions of 
those who apparently represent 


JOSEPH P. KENNEDY, 
Chairman of the Maritime 
Commission 


Regardless of what the arguments 
are, why the budget can be or can- 
not be balanced, you are faced with 
a problem just as every member of 
the New Deal is if you represent 
anything at all in this country. It 
isn’t going to do anybody any good 
from here on to bellyache and to 
say that it is wrong or to say that 
Roosevelt is no good. or that every- 
body in Washington is crazy, or 
that they are not practical, because, 
whether you like it or don’t, he is 
going to be there for three years, 
and he is trying now very definitely 


these special interests in Congress. | to help the situation. 


(The address of Lammot duPont, president of E. I. duPont de Ne- 


mours & Co., Inc., before the National Association of 
is printed on Page 15, and that of Lewis W. Douglas. 
of the Budget, before the Economic Club of New York. 


Manufacturers, 
former Director 
on Page 10.) 
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enjoy the news within the news 
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at Muscle Shoals in 1932, under a con- 
tract it had made with the Hoover 
Administration, as a part otf the 
program to restore prosperity. It 
Was paying on an average of 1.56 
mills per kwh for this power. and 


selling it to the domestic consumers 


within sight of the dam, and 
throughout the area, at 10 cenis— 
a spread of a little more than 5.000 
per cent. The rates were so high 
that domestic consumeis in that 
area used only 30 kwh a month, ana 
therefore paid the maximum of 10 
cents per kwh. sc that 1,000 kwh. 
that cost the Commonwealth & 
Southérn $1.56, was sold to these 
small consumers for $100. Of course, 
if one consumer used the entire 1,000 
kwh, they graciously gave him a re- 
duction, and let him have it for 
$56.10. And still the’ depression con- 
tinued. 

Now don’t get the idea that the 
president of the Commonwealth & 
Southern was the only pairiot among 
the utility executives who was at- 
tempting to restore prosperity by 
this marvelous formula. They all 
seemed to put their shoulders to the 
wheel as if inspired by a common 
cause. 


For instance, the president of the 
Electric Bond & Share who drew a 
salary of $84,000 a year in 1928, drew 
$102.000 a year in 1932. While the 
6 per cent preferred stock in that 
company dropped from 109 in 1929 
to 19 in 1932, and the common stock 
dropped from 187 in 1929 to 5%, in 
1932. 

Now in the light of their tragic 
failure to restore prosperity in 1929 
to 1932, they want to go back to that 
formula in order to restore prosper- 
ity now. They remind me of the 
scientist in Gulliver’s Travels who 
proposed to extract sunbeams from 
cucumbers. 


But they are reckoning without 


their host. Mr. Hoover is no longer 
in the White House. He is living out 
West now. 


Abandon the TVA yardstick! Never 
in the world! It has already proved 
itself to be the most valuable symbol 
of equity and justice ever devised 
for the protection of the consumers 
of electric light and power. That 
yardstick, with the other phases of 
the Administration's power program, 
saved the American consumers of 
electricity $556,000,000 on their light 
and power bills during the year 1936, 
according to the figures given by the 
power interests themselves. 

The Edison Electric Bulletin shows 
that during the year ending Feb. 28, 
1932, the people of the United States 
consumed 62,653,000.000 kwh of elec- 
tricity, for which they paid $1,803,- 
000.000. The next year the TVA 
yardstick was created and its ex- 
ample began to force rate reductions 
in every state in the union. This 
same Edison Electric Institute Bul- 
letin shows that during the year 
ending Feb. 28, 1937, the American 
people consumed 91,.555.000,000 kwh 
of electricity, for which they paid 
$2,086.080.300. If they had paid the 
same rate for that 91.555,000,000 kwh 
that they paid in 1932, the cost to 
them would have been $2,642.000.000, 
or $556,000.000 more than they ac- 
tually paid. 

Thus the. TVA yardstick, along 
with the other phases of the power 
program of this Administration, is 
already yielding the consumers of 
electricity a dividend of $556,000.000 
a year in rate reductions. 

Every person who turns an electric 
switch gets a portion of that divi- 
dend. It will be more next year, and 
if the Administration stands its 
ground and keeps up the fight. those 
dividends will increase and will con- 
tinue for generations yet to come. 


Solution Suggested 
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But I am asked what plan I would 
suggest as a substitute for that pro- 
posed by these utility magnates. I 
would suggest the following solu- 
tion: 

Let the Administration continue 
its present power policies. Let the 
Government continue to ‘construct 
and own these dams on our naviga- 
ble streams and their tributaries. to 
control floods, promote navigation, 
conserve the soil, and generate 
power. Let the Government build 
the transmission lines necessary to 
carry this power, then sell it to 
municipalities, cooperative associa- 
tions, and other distribution agen- 
cies, to be delivered to the ultimate 
consumers at the TVA yardstick 
rates. Continue the program of 
rural electrification until we eet 
electricity to every farm home in 
America at the yardstick rates. 

If any private power con pany dis- 
tributes any power at all from one 
of these public dams, let it be writ- 
ten into the contract that they must 
distribute it to the ultimate con- 
sumers at the yardstick rates, and 
must not exclude the farmers from 
their program of distribution. 

If it became necessary to purchase 
the lines or distribution systems of 
private power companies, then that 
Should be done, provided they are 
Willing to sell them for what they 
are actually worth. That is what 
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Question the Week 


wealth & Southern was buying power # has been done in 


the TVA 
time. 


area up 
to the present 
For the privaie power companies 1 


would recommend as their part in 
this prograin, that they first squeeze 
the water out of their cavttal struc- 
ture, and then eliminat useless 
holding companies. reduce their rates 
and vase ihem upon the aciual cost 


of produci.on and distribution, with 


only a legitimate return on their 
actual invesiment. Then jet them 
Stop spending their siockhoiders 
money on misleading propaganda 
and paying salaries and other rake- 
offs to their nigh officials thai are 
all out Of proportion to their serv- 
ice or their worth. 

This program will not enily guar- 


antee to the Am: 
dend of 


rican people a divi- 


at icast $556.009 000 a year 
in. reductions on their liecht and 
power bills, but if will result in a 
further recuction of a billion dollars 
a vear from the overcharges a 
are noW paying. 
If the willitics want to help bring 
back prospcriiy, this is the way to 
do it. 


By JUDSON KING 
Managing Director, Nationai Popular 
Government League 
[Continued From Page 12.] 


E. Morgan, of the TVA. taiks about 
and with whom he is willing to 
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establish ‘narmonious relations.’ So 
let us examine Wilikie’s plan on its 
merits.” 

Half through. I had found so many 
Strings tied to the proposals and so 
much’ mysterious language tnat I 
began to make notes in order to ask 
my friend to clarify his clarifying 
letter to the President. By the time 
I had gotten through, and the editor 
of The United States News asked 
me to write an opinion. I concluded 
it would take several days’ research 
With the aid of lawyers. account- 
ants. and engineers to reach rock 
bottom and a whole issue to make 
the thing clear. So I pass it up and 
make merely one or two observa- 
tions. 

One thing 1s certain: the utilities, 
after having lost the fight to pre- 
vent the Federal Government from 
gcnerating and transmitting current, 
now seek to block local public dis- 
tribution. Willkie proposes, to put 
it in the concrete, for example, that 
if an Alabama town or small city 
desires to establish its own distrib- 
uting system and buy wholesale 
from the TVA, it must purchase not 
only the existing private lines within 
the city limits but a part of the 
generating and long-distance trans- 
mission network of the $200,000,000 
Alabama Power Company. But it 


must not get money or granis from, 


the PWA. 

In the language of the street, such 
a town would have a “fat chance” 
against the investment bankers, the 
politicians, the judges, and the 
propaganda of said company. Re- 
sult, TVA’s market would be cut off, 
which is the end desired. 


Again, farm districts must be 


fenced off, part to the companies, 
part to TVA co-ops; that is, one 
group of farmers would be amortiz- 
ing their debt and the other group 
would be paying dividends forever 
on the company's “investment.” In 
a few years, rates would be greatly 
disproportionate. which would not 
lead to harmony among farmers. 

But suppose we accept Mr. Will- 
kie’s proposals as “fair” and put the 
plan into operation tomorrow. What 
guarantees do the peop!tce and the 
Government of the United States 
have that the utilities would play 
fair with respect to Administration. 
which is 90 per cent of the whole 
business? Here I am led to the 
painful necessity of observing that 
under the pressure of his position 
Mr. Willkie himself has not plaved 
fair with the TVA. even in respect 
contracts. 

Is it not of official record that. in 
order to avoid the much-dreaded 
duplication of facilities and compe- 
tition, the TVA and the people of 
Knoxville tried to buy out the pri- 
vate plant in Knoxville at a _ pur- 
chase price that protected investors: 
and that after the agreement was 
made it was not kept. but delayed 
and killed by litigation? It would 
be hard io convinee Knoxville that 
the Morgans could not have stopped 
that litigation. 

Is it not of official record that the 
TVA, acquiring Muscle Shoals and 
having no transmission lines, made 
a contract with Commonwealth and 
Southern whereby the company was 
to sell or otherwise tender certain 
properties for “yardstick” purposes, 
and that the company’s subsidiary 
not only failed to observe this con- 
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tract but started a lawsuit (the As- 
wander case) to kill the whole TVA 
in respect to power? 

True, if was ostensibly started by 
rebellious bondholders; but the evi- 
dence in court revealed the action 
was financed by the utility Interests, 
including the Alabama Power Com- 
pany, ailegedly codefendant with the 
TVA. 

Again, take power “pooling,” de- 
Sired by Mr. Willkie and a few Gov- 
ernment officials. Has it not been 
shown that utility officials, sitting 
opposite the TVA officials at the 
peace table, were actually knifing 
the TVA in the back through ‘he so- 
called Nineteen Companies utility 
suit now being tried in Chattanooga? 

Is it not of record that Mr. Willkie 
wrote an article for the August 
Atlantic so full of misstatements of 
fact that the TVA Board, without 
arguing conclusions, were forced to 
protest to the editor of the Atlantic 
against these misstatements and 
misrepresentations for the purpose 
of “clarifying” public opinion? 

People with long memories will re- 
call that when President Theodore 
Roosevelt, Governors Charles Evans 
Hughes and Robert M. La Follette, 
Gifford Pinchot. and others back 
around 1907, in an honest effort to 
get utilities to play fair, inaugurated 
the system of regulation by state 
commissions, the utilities offered to 
“cooperate.” But for 30 years they 
have hamstrung regulation: and 
what we want to Know is whether, 
if we now agree to “pool,” to avoid 
“duplication,” and the rest of it, 
they will not hamstring this “ami- 
cable adjustment” for the next 30 
years. 


HEELS that grind flour for 
our bread, saw lumber for 


our houses, shape stecl for our auto- 


mobiles; that weave cloth for our 


coats and dresses, make our paper, 


print our newspapers. Wheels on 


which we depend for the everyday 


necessities and comforts of life. 


W hat makes these wheels go round? 


Today the answer is electricity. Elec- 


tricity has speeded up the opera- 


tions of all industry, has enabled 


it to produce — in millions instead 


of hundreds —the manufactured 


LISTEN TO THE G-E RADIO PROGRAM, MONDAYS, 


What Makes the Wheels Go Round? 


products that we need. Electricity 
has reduced the cost of these prod- 
ucts so that the average person 
can now afford those things which 
only the rich could enjoy a few 


years ago. 


General Electric engineers and sci- 
entists—the leaders in the applica- 
tion of electricity to industry— 
have helped to raise the standard 


of living in America. Their work 
has resulted in more things, better 


‘working conditions, greater leisure, 


and a richer life for all. 


G-E research has saved the public from ten to one hundred dollars for 


every dollar it has earned for General Electric 
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A World-wide Drop 
In Business Activity 


More unemployment Britain. 
Trade troubles in Latin America. 
France's adverse balance. 


HE setback in business that has occurred inside 
the United States is showing itself now to be 
world-wide. 

Even in Great Britain, with its carefully con- 

trolled economy and its close cooperation between 
business and Government, activity is slackening in 
a number of lines. A steady rise in unemployment 
has been shown for the last three months and this 
rise was accelerated in November. 
‘ The British depended upon a huge program ot 
rearmament. financed by government borrowing, to 
take up the slack that was sure to follow a slowing 
in home building activity. This armament has kept 
the steel industry booming but it appears not to be 
successful in bolstering the industries that produce 
consumer goods. 

In France the financial situation is improved 
temporarily but costs in French industry continue 
to be out of line with world prices and the result is 
a growing adverse balance of trade that is not al- 
together offset by tourist spending. 


ITALIAN CAPITAL LEVY 


Italy and Germany, with controlled. economies, 
do not show the sharp ups and downs of other na- 
tions. But the Italians on March 1 will put into 
effect a levy of 10 per cent on the capital of the 
country, thereby hastening the day of complete 
nationalization of Italian industry and forcing citi- 
zens to share their savings with the state. 


The Germans are Managmg to show sharp in- 
creases. in exports despite a reputed shortage of 
raw materials. 

The raw material producing countries ot South 
America find themselves in difficulty owing to de- 
clines in the prices of the commodities they pro- 
duce. Somewhat the same situation prevails in 
Canada and Australia, although to a smaller de- 
gree. 


IN LATIN AMERICA 

Brazil is suffering from the decline in the price 
of coffee and cotton. That situation recently led to 
a change in Government methods and to a change 
in coffee control policy. Colombia is affected by the 
new coffee price policy of Brazil. The Argentine has 
_troubles growing out of a short wheat crop, with 
lower prices, and out of the decline in corn prices. 
Many South American nations are talking about 
rigid restrictions on imports to preserve the favor- 
able balance of trade that is essential to them as 
debtor nations. 


HOARDING FOR WAR 


It appears that the easing of the'tensions in 
Europe—at least temporarily—has lessened the de- 


mand for commodities that would go to build up — 


stocks of goods in anticipation of war. For a time 
this past spring Great Britain was talking about 
storing up a year’s supply of foodstuffs and other 
nations were acting accordingly. Prices were put 
up in anticipation of demands that have not ma- 
terialized. 

Then in the case of Japan fighting in China, 
there is a hoarding of exchange, while previously 
accumulated stocks of scrap iron and cotton and 
other raw materials are worked off. The Japanese 
have cut their purchases of American cotton nearly 
to the vanishing point. 
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The Voice 
of Business 


DAVID SARNOFF, President of the Radio Cor- 
poration of America: 

Radio has changed the United States from a de- 
pendent to an independent nation in world com- 
munications. In 1920 this country had direct cable 
connection with only two European nations, Great 
Britain and France, and with a few countries in 
South America and one in the Orient. Today our 
country is linked by radio to more than 60 nations 
in direct radio communication, which cannot be 
broken, delayed, or censored by any other nation. 
More than 5,000,000 paid messages are handled an- 
nually by the radiotelegraph carriers. This devel- 
opment of American radio communications has 
reduced the bills of international telegraph users 
here and abroad to the extent of more than $100,- 
000,000. 

Whatever mistakes in judgment or in taste may 
have been committed at one time or another by 
broadcasting companies in the United States, they 
must be credited with conscientious accuracy in 
the reporting of news, and with fairness to all 
shades of political opinion. . 

I have listened to programs originating in every 
country in Europe. They have given me a great 
deal of excellent music. But many of them have 
also given me statements glorifying or condemning 
political and economic philosophies, creeds and 
personages in terms which could not conceivably 
be employed on the air in the United States. They 
have presented as news statements contrary to fact 
or discolored by partisanship; and they have 
omitted from what purported to be news facts of 
essential importance. 

Most of the international broadcasting I would 
describe not as propaganda but as salesmanship— 
or perhaps “institutional advertising.” In so far 
as it presents the native music, literature, and cul- 
ture of a people, it serves a commendable purpose. 
In so far as it expounds social, economic, and po- 
litical doctrines under unmistakable and truthful 
labels, it has some measure of educational value. 

There is left in certain cases a residue that is 
unreliable and deceptive, and it is to this residue 
that I would narrow the meaning of “propaganda.” 

(From an address, Dec, 3, before the Harvard 
Guardian Conference on “American Foreign Pol- 
icy,” Cambridge, Mass.) 
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A Recovery Barrier: Growmng Spread Between Prices 
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. present is called a “price recession” in industry. Sound recovery 

calls for raw material prices and finished goods prices to be closely 
in line to facilitate a free exchange of goods. The chart above, based 
upon Bureau of Labor Statistics figures, shows how skyrocketing prices 
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early this year gave way to a sharp decline in prices of raw -naterials 
and left the wholesale price of finished goods hanging in the air to force 
a painful adjustment. A favorable sign is that raw materials turned up 
during the past week while finished goods prices continued downward. 


DROP THE NATION'S BUYING POWER: 
RECURRING PROBLEM ALL INDUSTRY 


UO 


Price levels out of balance. Outline 
of administration plans. Results of 
check in free exchange of goods. 


NE of the charts that intrigue President 
Roosevelt and play an important part\in 


4 


the determination of White House policy is . 


shown at the top of this page. 

This chart pictures the movement of whole- 
sale commodity prices over the last nine years. 
The movement of prices, more than any single 
factor, dominates the President’s approach to 
treatment of economic difficulties. 

Price movements, as the chart discloses, have 
been highly disturbing of late. Yet a definite 
clue to future government policy can be read 
in the diverging lines. 

It is in the growing spread between the whole- 
sale price of raw materials and in the wholesale 
price of finished products made from raw ma- 
terials that the President and his advisers see 
trouble. They find in that spread a new barrier 


to that free exchange of goods so essential to a 


full recovery. 

Mr. Roosevelt’s thinking on the subject of 
prices was revealed to newspapermen in a con- 
ference that took place more than three years 
ago, on Oct. 10, 1934. 


Prior to that time the 
President had said time 
and again that above all 
TO HIGHER LEVELS cise he was determined to 
get prices higher. He had used NRA codes, 
AAA control programs, crop loans and a vast 
gold buying and silver buying program to reach 
that end. 

Then at his October press conference, Presi- 
dent Roosevelt said that some prices were too 
high but that most prices still were too low. 
He explained that his policies were not aimed 
at reaching.any particular price level—not the 
level of 1926 as many people assumed—but that 


THE EARLIER PLAN 
OF FORCING PRICES 


his aim was to bring prices into balance and | 


then to achieve stability. 

And, under the stimulus of drought and of 
large-scale government spending, prices moved 
gradually higher as the chart above shows, 

In that upward movement the price of raw 
materials gained on the price of finished 
products. This was vitally important, in price 
theory, because it meant that raw material pro- 
ducers, such as farmers and miners and oil pro- 
ducers and others, were better able to buy the 
goods made from the products they produced. 
The purchasing power of a big element in the 
population was stepped up. 

But then, during the past summer, soon after 


> restoration of the old balance that had been 


maintained for a number of years prior to 1929 
between the price of raw materials and the 
price of finished goods, raw material prices 
again began to pull away from finished goods 
prices. This development followed a pro- 
nouncement on prices by President Roosevelt 
made on April 2 of this year. At that time he 
found some prices too high, 

Since then copper prices have fallen from 17 
cents a pound to about 10 cents, corn from 
about $1.25 a bushel to 54 cents a bushel, cotton 
from nearly 14 cents to 714 cents. But prices 
of things that cotton growers and corn growers 
and copper miners buy have declined little. 

So the old price trade barrier is back again 
and this means trouble as the country is dis- 
covering. 


Right here is a cue to 
what lies ahead in White 


INFLATION DANGER 
THAT MAY LURK IN Ho li 

use policy. 
DEFLATION POLICY Mr. Roosevelt, in his 


press conference of Oct. 10, 1934, stressed two 
points. One was that the country’s load of 
private debt could not be carried comfortably 
on the basis of the raw material prices then pre- 
vailing. He said that the Constitution stood in 
the way of arbitrary cuts in that debt. The sec- 
ond point was that stability could not be at- 
tained in this country so long as commodity 
prices fluctuated as violently as they had fluctu- 
ated during the preceding years. 

But government studies utilized by the Presi- 
dent’s advisers at this time show that the pri- 
vate debt of this country was reduced during the 
depression only from a total of 84 billion dollars 
to 73 billions and that the cost of carrying this 
debt fell from about $4,800,000,000 to $4,000,000,- 
000 annually. 

This means that the depression did not clear 
away any great volume of debt and that the in- 
crease in the government debt of recent years 
more than makes up for what was liquidated. 
A fall in commodity prices consequently can be- 
come just as painful as it did after 1929, leading 
to the same sort of clamoring for inflation. 
There is no concealing the belief on the part of 
high officials that any sustained recurrence of 
deflation is going to create almost irresistible 
demands for inflationary measures. 


Yet there are two ways 
of approaching the prob- 


TWO PATHS GIVEN 
AS A SOLUTION OF 
INDUSTRY’S PROBLEM i. is to strive to 


bring prices of finished goods down more nearly 
into line with prices of raw materials. That ef- 
fort is planned by the President, particularly 
in the field of building materials. According 
to those economists who are advising him, the 
immediate goal should be an average 20 per cent 


* reduction in building material prices. The key 
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to the whole situation is held to be steel. 

The other way to approach the price problem 
is through efforts to raise the level of raw ma- 
terial prices. This method is being considered 
by Congress in the case of farm commodities, 
and it is getting White House atténtion in or- 
ders to Government purchasing agents to buy 
heavily at this time of whatever raw materials 
the Government will need in the next. six 
months. 

The planners say this: 

Raw material prices in many instances now 
are in a buying range. Users of copper are in- 
terested in that metal around 10 cents as con- 
trasted with the previous 17 cents a pound. 
Textile interests all over the world are attracted 
by cotton at 7/2 cents a pound. Scrap steel is 
cheap again. All along the line there are bar- 
gains in unfinished commodities. 


If prices of finished goods can be reduced to 
a bargain basis in the same way, there then 
would be a rapid movement into consump- 
tion and this consumption would force industry 
to step up production to rebuild depleted stocks. 

It is this type of movement that is counted 
upon to turn the tide of deflation before it has 
run far enough to touch off the fire-works being 
talked about by some of the advocates of mone- 
tary inflation. Whether such a movement is to 
get under way on a broad enough scale to pro- 
duce more than a leveling off after the recent 
precipitate decline is a question concerning 
which few of the government's experts will 
hazard an opinion. 

One of the best of them said this past week: 
“Put it down as a 50-50 chance that people will 
be attracted by the terms of new housing legis- 
lation in sufficient numbers to turn the present 
tide. The next three months should provide 
a hint of the answer.” 


Uncertainty surrounds 


OF COMING COURSE the methods that Mr. 
Roosevelt might use to 


OF ADMINISTRATION restore the balance in 


prices that is considered essential to a healthy 
recovery. 

All government experts agree that the sound 
approach calls tor policies that will tend to 
lower finished goods prices and so stimulate a 
demand that then will make necessary the buy- 
ing of raw materials on a scale that will tend 
to force those prices back into line. 


NO CERTAINTY HAD 


But just how to reach this goal in a period of 
price fixing by private industry, with all em- 
phasis on maintaining prices at the expense of 
production, is a probiem that has baffled every- 
body up to this time. This fact makes the bait 
of inflation particularly tempting. 

OweEN Scort. 


The “No Man’s Land” 


In Field of Taxation 


Effects of Supreme Court ruling. 
Death knell of new source of 
revenue. A Treasury puzzle. 


HE vague “no man’s land” of taxation, in the 
field of income from Government bonds and 
income of Government workers, remains as vague 
as ever following two 5-to-4 decisions by the Su- 
preme Court Dec. 6. 

A majority of the Justices, accepting an opinion 
written by Chief Justice Hughes, decided that the 
States of West Virginia and Washington were act- 
ing within the Constitution when they levied a 
gross income tax on the income of contractors per- 
forming work for the Federal Government. 


But in approving that loophole in the long line 
of Court decisions denying the right of the States 
to tax instrumentalities of the Federal Government, 
and of the Federal Government to tax instrumen- 
talities of the States, the Court majority reiterated 
its ruling against “any taxation by one government 
of the salary of an officer of the other, or the public 
securities of the other.” 


NEW LEVY FORESTALLED 


As a result, the Ways and Means Committee of 
the House has dropped its idea of attempting to 
force big taxpayers to include income from Gov- 
ernment bonds in their statement of total income 
to be used as the basis for setting surtax rates. 


Also dropped was the idea of trying in some way 
to enable the Federal Government to tax the sal- 
aries of State officials and for State governments 
to tax the salaries of Federal officials. About $155,- 
000,000 of revenue, that this committee thought it 
saw, had gone glimmering. 

At the same time, Hatton W. Sumners, chairman 
of the House Judiciary Committee, announced that 
another try would be made to get an amendment 
to the Constitution that would remove part of this 
tax “no-man’s land.” 

But Roswell Magill, Under Secretary of the Treas- 
ury and the Government’s tax authority, was not 
hopeful concerning the success of this move. He 
fell back on an earlier statement expressing doubt 
of the willingness of affected officials to remove 
tax exemptions now enjoyed by them, and of the 
ability of anybody to draft an amendment that 
would remove the existing difficulties without creat. 
ing new ones. 


TREASURY'S DILEMMA 7 


What Treasury officials find difficulty in under- 
standing is why the Sixteenth Amendment to the 
Constitution does not now cover the matter. That 
amendment says: 

“The Congress shall have power to lay and col- 
lect taxes on incomes, from whatever source de- 
rived, without apportionment among the several 
States, and without regard to any census or enu- 
meration.” 

Mr. Magill pointed out in an address, made on 
Oct. 28 of this year, that the words “from whatever 
source derived” were written into that amendment 
specifically to obliterate the tax “no-man’s land.” 


' But the courts decided otherwise, with the result 


that income from about 55 billion dollars’ worth of 
Government bonds is untaxed by either state or 
national governments; that about $3,750,000,000 of 
income of state and local officials is untaxed by 
the Federal Government and about $2,000,000,000 or 
more of income of Federal officials is untaxed by 
State governments. 

The Treasury attitude is that the surtaxes now 
levied against individual incomes in the higher 
brackets will not really be effective so long as an 
escape is allowed through tax-exempt Government 
securities. 
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The Voice 
of Government 


HENRY MORGENTHALU, Secretary of the Treas- 
ury: The routine examination and audit of the in- 
come tax returns of prominent persons seems often 
to evoke surprise and concern among those who 
are ignorant of the ordinary procedure of Federal 
tax collection. Persons of a suspicious turn of mind 
at once conclude that persecution is involved, if 
the individual whose returns have been investigated 
in the usual course is a political opponent of the 
Administration. This conclusion is illustrated by 
Statements attributed by newspapers tu Professor 
William Starr Myers of Princeton University as to 
investigation of the tax returns of former Presi- 
dent Hoover. 

I do not know wnether Mr. Hoover’s tax returns 
have been audited within the last four years, but 
it would be a surprising omission if they had not 
been. A high proportion of the returns of persons 
having taxable income have been examined and 
audited in that time. 

The revenue agents of the Treasury Department 
investigate many thousands of returns annually, 
All returns showing net income of more than $25,- 
000 in a year are regularly sént to the field for ex- 
amination and verification. This is true also of 
all returns showing large transactions, whether 
there is tax liability or not; and of returns showing 
unusual features. 

There is no stigma whatever attached to the 
mere investigation of a taxpayer’s return, nor is 
there any harassment of the taxpayer involved. It 
is merely a necessary part of the business machin- 
ery of collecting the taxes. 

I do not understand that Mr. Hoover himself 
claims that he has been persecuted or unfairly 
treated. If he or any other taxpayer, whether 
prominent or obscure, believes that he has been 
harassed or improperly dealt with, he need only 
report the facts to me and I will promptly cause 
a most searching investigation to be made. If I 


find that there has been persecution I shall see that 
the persons responsible for it are dismissed from 
the Government service. 

(Statement issued Dec. 5.) 


Li 
re 


The United States News , 


December 13, 1937 


19 


TITLE REGISTERED U. 8S. PATENT OFFICE 


The SEC at Full Strength: A “Liberal” Majority? 


» of business, it was contended, it ap- 


UB 


The new. alignment.  Back- 
ground of new members. In- 
surance of Bank Deposits. 


IBERAL—3; Middie of Road—1l; 

4 Conservative—l. 

Is that the proper scoring of the 
present membership of the Securi- 
ties and Exchange Commission? 

Appointment by President Roose- 
velt last week of Jerome N. Fuank, 
former general counsel cof the Ag- 
ricultural Adjustment Administra- 
tion and John W. Hanes: former 
board member of the New York 
Stock Exchange to fill vacancies on 
the Commission raised that ques- 


pointee Hanes, senior partner of the 
brokerage firm of Chas. D. Barney 
& Co., and a leader of liberal opin- 
jon in Wall Street. 


“The invitation to me to become 
a member of the SEC presents it- 
self aS an opportunity for a real 
public service,” commented Mr. 
Hanes after his appointment,” and 
has been accepted by me on that 
basis.” 


“Though a Wall Street man, I was 
previously in the manufacturing 
business and have always thought 
of Wall Street in terms of its im- 
portance to business. For that rea- 
son, I heartily subscribe to the re- 
cent statement-of Chairman William 
O. Douglas on the need for reorgan- 
ization of the New York Stock Ex- 


4 


the closed banks were fully protect- 
ed against loss. 

“The constant aim of the Cor- 
poration’s management, Mr. Crow- 
ley has pointed out, “has been cer- 
tainly not to substitute deposit in- 
surance for good banking, but rather 
to build: through deposit insurance 
for a stronger banking system than 
the country ever had.” 

The most important step for per- 
manent strengthening of the bank- 
ing system, in Mr. Crowiley’s opin- 
ion, ‘‘is the development of and en- 
actment of a set of minimum op- 
erating standards which will apply 
to all insured banks.” 

In developing standards, 
Said Mr. Crowley, there need be no 
encroachment upon States’ rights. 

A number of recommendations 


tion. change in order that it may assume thee Ss have been made by Mr. Crowley for 
It generally was agreed in finan- | 4 creater public responsibility.” NAMED TO THE SEC ‘ the improvement of the deposit in- 
cial circles that the SEC unde” the Early New Deal “braintruster 


new alignment would have a lib- 
eral majority, a circumstance which 
it was believed foreshadows an active 
drive for greater regulation of the 
stock exchanges and strong enforce- 
ment of the holding company law. 


COMMISSIONER GROUPINGS 

Classified in the liberal group, ac- 
cording to this appraisal of the 
situation, are Chairman William O. 
Douglas, Commissioner Robert E. 
Healy and now Mr. Frank. 


Middle-of-the-roader is the desig-_ 


WALL STREET'S VIEWPOINT 


Mr. Hanes first went to New York 
in the tobacco business and is a di- 
rector in some 20 concerns. His ap- 
pointment was generally regarded 
in Wall Street as a friendly’ gesture 
to the financial community in what 
appeared to be an effort to bring 
closer cooperation between the ex- 
changes and the Administration. 


Mr. Frank came to the New Deal 
in its earliest davs after having 
gained prominence in connection 
with his work in the Chicago. gas 


Jerome N. Frank is nominated by the 

President to the SEC. One time AAA 

General Counsel, Mr. Frank was 

ousted in what was regarded as a 

“purge” of those officials who dis- 

agreed with certain policies of Secre- 
tary Wallace. 


cancy arising when James Landis re- 
signed from the chairmanship to be- 
come dean of the Harvard Law 
School. 

Mr. Ross would have finished his 


surance system as it is now working 
out. 


“It is unfair,” he asserted, ‘that 
banks in States with high stand- 
ards and strict controls should have 
to pay for the mistakes and !osses 
arising in banks in States with lax 
regulations. 


“It is not right that sound, well 
managed banks should be called 
upon to bail out incompetent bank- 
ers and unjustifiable banks as a re- 
sult of speculative losses and poor 
investments. If these inequities are 


nation applied to Coimmissioner company investigation. Me had term in June, 1940, and Mr. Landis | to be remedied. the working pro- 
George C. Mathews. eosin a tine pe the National in June, 1942. gram of the several classes of banks 
And the principal represen | Industrial Recovery Act .and the . | must be strengthened and placed on 
—— Agricultural Adjustment Act. He Deposit Insurance: a basically uniform basis. 


DIVIDEND NOTICE 


THE TEXAS CORPORATION 


l4isr Consecutive Dividend paid 
by The Texas Corporation and its 
? 

predecestor, The Texas Company 


A dividend of 59¢ per share or two per 
cent on par value, and an extra dividend 
of 50¢ per share or two per cent on par 
value, have been declared this day on the 
shares of The Texas Corporation, pay- 
able respectively on January 2, 1938 
and December 24, 1937, to stockholders 
of record as shown by the hooks of the 
corporation at the close of business on 
December 10, 1937. The stock transfer 
books will remain open. ; 
C. E. Woonsrince 


November 29, 1937 Treasurer 


then served as general counsel of 
the AAA, being ousted in 1935 after 
disagreements with Administrator 
Chester Davis over policy. 


From the AAA Mr. Frank went to 
the Reconstruction Finance Corpo- 
ration, where he served as special 
counsel in the railroad division. 
More recently he has been connect- 
ed with the PWA in its defense of 
Government power projects, and he 
has been a corporation lawyer in 
New York. 


Mr. Hanes takes the position va- 
cated by J. D. Ross, who resigned to 
become administrator of the Bonne- 
ville Dam project in Oregon. Mr. 
Frank was named to fill the va- 


WE 


your Pay will be $28 a week! 


Suppose your pay were cut tomorrow to 
$28. That's all vou'd have to provide com- 
fortable shelter, wholesome food, warm 
clothing, dental care, entertainment for 
your family. Could you do it? 


Little left for reserves 


Sure, if vou had to. Aren't millions of 
workers raising families they can be proud 
of on even less than that weekly wage? 
But you'd have precious litrle lefr for re- 
serves— ‘reserves for contingencies’’ as 
voor treasurer would put it. Neither do 
those millions of wage workers. 


They must borrow — 
but where? 


When the unexpected happens—when they 
suddenly need an unusually Jarge amount 
of cash to meet an emergency—-they ‘ve got 
to borrow. But where? Thev can hardly 
ask their friends whose incomes are no 
greater than their own. Ata bank? Mose 
banks require collateral which they don't 
Possess, or co makers which thev cannot 


obtain. 
as. “a campaign o racter- 
for wage weston | | wrecking and” abuses Blyth & Co., In Kidder, Peabody & C 
‘ and tuil form on Househo 
To supply the credit needs of workers y Cc. er, ea y 


in the low income brackets is the function 


To these families Household also gave 
helpful guidance in money management 
and better buymanship—showed them 
how to get more out ot limited incomes. 
Household’s practical publications, de- 
veloped to facilitate this work, are now 
used in more than a thousand schools and 
colleges. 

Send for Free Booklets 
Executives interested in the welfare of 
their emploves wil! tind samples of these 
helpful publications and the story of 
Household’s money service interesting and 
revealing. The convenient coupon below 
will bring vou both without obligation. 
Why don't vou send it today? 


HOUSEHOLD FINANCE 


CORPORATION and Subsidiaries 
Headquarters: 919 N. Michigan Ave., Chicago 
“Doctor of Family Finances” 


++ one of America’s leading family finance organizations 
with 228 branches in 148 cities 


It’s Effect on Banking 


Meanwhile, the record of another 
Federal agency was made available, 
that of the Federal Deposit Insur- 
ance Corporation, which is charged 
with the protection of the nation’s 
bank depositors. 

During the four years, 1930 to 
1933, pointed out the Federal Re- 
serve Board last week in a special 
report on bank failures, there were 
9,096 bank suspensions, of which 
4.000 occurred in 1933. 

From the middle of 1933 through 
October of this year, Leo T. Crowley, 
chairman of the Federal Deposit 
Insurance Corporation, has pointed 
out, there were only 160 bank sus- 
pensions among the banks under the 
FDIC system. 


Another contrast is the total 


losses incurred by depositors before . 


the FDIC was set up and under the 
new system. 

Between 1921 and 1933, pointed 
out Mr. Crowley, 16,800 banks closed, 
containing $9,000,000,000 in deposits. 
Of this amount more than $3,000,- 
000,000 has not yet been recovered 
by depositors. 

The 254,000 depositors in the in- 
sured banks which have closed since 
the FDIC was organized, according 
to Mr. Crowley, whose deposits to- 
taled $66,993,000, were protected to 
the extent of $65,460,000, or more 
than 90 per cent of their claims. 


_ FOR A STRONGER SYSTEM 


All but 587 or less than one-half 
of 1 per cent of the depositors in 


REVISION OF ASSESSMENTS 

A revision of the inequitable fea- 
tures in the present plan of assess- 
ment upon insured banks for de- 
posit ‘insurance, also was recom- 
mended by Chairman Crowley. 


“At the present time,” said Mr. 
Crowley, “the assessment bears no 
relation either to relative risk or to 
concentration of risk in individual 
banks.” 


RATIO OF FOUR DECADES 

Peak years of bank suspension in 
this country, pointed out the Fed- 
eral Reserve Board, were 1931 and 
1933 when the number of suspen- 
Sions per 100 active banks was 10.6 
and 28.3, respectively. 

In the last 45 years bank failures 
occurred in the following ratio: 

In the period 1892-1920, there 
were 2,926 suspensions, an annual 
average of 100; in 1921-1929, there 
were 5,712, an annual average of 
Slightly less than 650; during the 
four years 1930-1933 there were 9,- 
096 as stated above; and in the 
1934-36 period there were 135 sus- 
pensions or an average of 45 a year. 


WHEN DEPRESSION CAME 

As a result of the easy banking 
conditions the number of banks 
doubled during the 1900-20 period 
and in many places more banks 
were established than were needed, 
the Board pointed out. 

During the depression years fol- 


lowing 1929 the rapid decline in the 
income of customers of banks and 
in the values underlying loans and 
investments of banks plus the gen- 
eral fall in prices caused widespread 
difficulties among all classes of 


withdrew funds, causing additional 


| 


thority of the Banking Act of 1933, 
approved by the President on June 
16, 1933. 


The closing of weak banks and 
strengthening of the banking struc- 


banks, said the Board, led to a re- 


| 


consistently indulging in unsafe or 
unsound practices, 

An initial capital of $289,000,000, 
subscribed by the Treasury and the 
12 Federal Reserve Banks, and a 


GLENN NIXON. 


ture generally which followed the regular income from assessment 

banks. anking holiday, the — stability | upon the deposits of insured banks 
The cycle of bank failures fed on | brought about by deposit insurance | are provided to enable reimburse- 
itself. As suspensions increased | and other Government measures de- | ment of depositors in insured banks 
depositors became alarmed and | signed to ease the burdens of the | which it is found desirable to close, 


suspensions and adding to the depth 
of the depression. 


AFTER THE “HOLIDAY” 

All this led finally to the banking 
crisis of 1933, which reached a cli- 
max on March 6, when President 
Roosevelt issued a proclamation de- 
claring a nation-wide bank holiday 
to constitute for the four days end- 
ing Thursday, March 9. 

The Federal Deposit Insurance 
Corporation was organized under au- 


crease in the number of suspensions 
from 57 in 1934 to 34 in 1935 and 44 
in 1936. 


Supervisory powers of the FDIC, 
as it is now set up, fall in three 
classes: First, control of the ad- 
mission of banks to insurance; sec- 
ond, supervision of the activities 
and practices of insured _institu- 
tions; and third, power to termi- 
nate the insured status of banks 
found to be violating the law or 


CANADIAN GOLD MINES 
Latest Map and Analysis ot the 
MALARTIC 


GOLD AREA 
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TORONTO STOCK EXCHANGE 
60 KING STREET W. - TORONTO 


Wa. the little engines with | 
the big smokestacks pulled 


railroad trains seventy years ago, 


_were far below modern standards. And freight rates 
_were three times as high as they are today! 


Long freight trains remedied that. Long trains are 


{ 


And now there is a threat to deprive the public 

by law of much of the benefit of these improvements. 
The TRAIN LIMIT BILL — passed by the United 
States Senate and waiting action by the House of Rep- 
resentatives —is aimed to make the railroads split up 


here was the situation: 


Wages were low. Service and safety 


the very heart of modern service. 


Longtrains — pulled by modern engines — on modern 
tracks built with heavy rails —have brought today’s 
fast freight service, higher wages for workers, 


greater safety for everybody. 


freight trains on the pretext 


that it is a safety measure. 


But here’s how the theory squares 
with the fact: safety records show 
that accidents to employes have 
been reducedby nearly three-fourths 
in the very years that freight 


trains have been lengthened and speeded up to 
give better service. 


What this bill really does is to force the railroads 


backward—backward in safety—backward in service 


— backward in efficiency —backward in economy. 


What it does is to clamp down and smother the 
whole spirit of enterprise, invention and progress’ 
which are America’s hope of better transportation 
in the years ahead. 


Think it over. Do you want rail progress stopped? 
Do you want rail service to go back instead of ahead? 


If not, better speak up now. 


How the Tax Board 


Cleared Mr. Mellon 


[Continued from Page 14.] 


over to the Trust and the gift of the 
Mellon collection to an art gallery 
at Washington. 

In its sweeping repudiation of 
fraud charges—which had _ been 
echoed im recent political campaigns 
—the Board, upholding the va- 
lidity of Mr. Mellon’s sale of Pitts- 
burgh Coal Company common stock 
which the Government had assailed 
as invalid and inspired by a tax- 
Saving motive, held: 

“The Government rests its whole 
case of fraud on the sale of the com- 
mon stock of the Pittsburgh Coal 
Company and of the Western Public 
Service Corporation. We have in- 
corporated in our findings of fact 
Our conclusion that the petitioner 
did not file a false and fraudulent 
return for the purpose of evading 
taxes. 

“Just as the law cloaks every man 
with a presumption of innocence, it 
likewise clothes him with a pre- 
sumption of good faith in his busi- 
ness dealings. Fraud is never pre- 
sumed. It must be proven by clear 
and convincing evidence. The record 
before us does not sustain the 
charge of fraud.” 


The aged financier, deploring 


was content to leave the outcome 
“to the courts and the good sense 


This is under no circumstances to be construed as an offering of these Bonds for sale, or as an offer to buy, or as a solicitation of 


New Issue 


West Virginia Pulp and Paper Company 


an offer to buy, any of such Bonds. The offer is made only by means of the Prospectus. 


$10,000,000 


First Mortgage Bonds, 412% Series due 1952 


Dated December 1, 1937. 


Due December 1, 1952, 


Price 100% and accrued interest 


Copies of the Prospectus are obtainable from the undersigned or from 
any other underwriter of this issue. 


Brown Harriman & Co. 


of the modern small loan companv like 

and fairness of the American people W hite, Weld & Co. Goldman, Sachs & Co. 

without sacrifice of pride or privacy. Last when, or. his eightieth birthday, in 

1935, he was on the witness stand. Alex. Brown & Sons | 
emergencies to more than half a million City sossses State : he remarked: “I would rather spend | 


families. 


the rest of my days in jail than to 
submit to such tyranny.” 


December 8, 1937. 
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“In proportion as the structure of a govern- 


ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 
GEORGE WASHINGTON 


I. 5, No. 50 


December 13, 1937 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.” 
/ VOLTAIRE 


USINESS men have been asking the Roosevelt Ad- 
ministration to turn toward the right. 

A counter question is in order. 

Are the business men of America prepared to 
turn toward the left—or at least in the direction of the 

“middle?” Is there to be any turning at all on the part of 
our conservatives? Or are they to remain so unyielding 
on'the 100 per cent rightness of their views that. all who 
differ with them must surrender honestly held convictions 
as being valueless? 

Surely enlightened conservatism will not object to a pit 
of self-examination especially at this time when the Ad- 
ministration and public opinion generally are much more 
opén- -minded than before concerning a proper approach to 
the economic ills that beset our nation. 

In a sense, last week was eventful for its expression of 
the business viewpoint in America. The annual conven- 
tion of the,Natignal Association of Manufacturers af- 
fored an-excellent opportunity for public speeches and 
carefully considered resolutions on many of the most im- 
portant topics of the day. A conciliatory tone was re- 
vedled. Here and there some constructive suggestions, 
as for instance, on tax revision, were adopted. 

i is no reflection, however, on the earnestness and 
sincerity of these business men to say that the's hes | 
as a whole crystallized a one-sided: point of view. ‘ SThe | 
utterances for the most part emphasized a belief that, if 


em would function effectively 1 in the common interest. 


sy 
It is perhaps natural for busi- 


NEED TO TAKE ness men to feel this way. They 
A BROAD VIEW are preoccupied with their tasks. 
OF PROBLEMS They have risked billions of dol- 


lars of private: eapital i in creating 
jobs under the hazardous profit-and-logs system of our 
times. They have confidence in their Gwn capacity to 
prdduce and distribute—to create ernployment. They 
look upon government as a rude interloper or at least a 
clumsy nfanipulator of arbitrary power to the disservice 
rather than the service of the people as a whole. - 
The cry for certainty, the cry for confidence, the cry fe: 


= 


forjremoval of legislative burdens runs through all the.ad- f, 


dresses of last week with unhappily little realization: that 
government must look:at national problems from. the $0: 
cial welfare as well aS the purely; business vie | 
This is not to say that many of thé troubles from which ie 


business i is suffering ‘are not traceable to the mistakes arid Ais. 


blunders of the’present’ Administration. On this page for 
nearly four yéars these mistakes have been emphasized 
and the press of the nation has not failed to call attention 
to the dangers of excessive governmental intervention in 
the, economic life of a democratic country. 

The problem really is not whether business is wholly 
right or the Administration is wholly wrong but what 
the quality and character and degree of governmental in- 
tervention should be in order that the interests of all 
may be protected against arbitrariness and tyranny. Per- 
haps some of my readers will dissent at this point and 
argue that, left alone, the economic system will function 
of itself and unemployment will be curtailed. “Confi- 

dence,” it will be insisted, is all that is needed. 
But confidence in whom? Con: 


BUSINESS CAN 

fidence, to be sure, in the certainty 
AID IN BUILDING that capital. will earn a fair re- 
UP CONFIDENCE tr confidence that governmen- 


tal powers will not be abused; 
confidence that Congress will not delegate discretionary 
power to executive agencies without prescribing in fairly 
definite terms the limits within which the legislative 
standards should be applied. 

But is that all? May it not also be urged that the peo- 
ple of America should have confidence in the’ business 
men and the labor leaders? We hear much talk about 
the “right to work,” but the moment a fear complex is 
transmitted from Wall Street to the Golden Gate, many 
employers send summarily through their factory gates 
millions of workers without giving even a second thought 
as to where these men will get the right to work and the 
opportunity to support their families. 

Conversely, when large groups of workers are combined 
under the leadership of a few men, can the employer have 
any confidence that the union executives will use wisely 
their power to interrupt production? Are union labor 
leaders, under the guise of freedom of individuals to strike, 
to be permitted to order collective action without answer: 
ing to any authority but themselves? 

We come again, therefore, to the extent to which the 
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would: but keep hands. off, the economic . ... 
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By DAVID | 


hand of government thust be ingr posed. It is the crux 
of the problem which separates éur class groups today. 


A PROPHETIC 
UTTERANCE BY 
ELIHU ROOT 


The other day I happened upon 
a quotation from a speech by 
Elihu Root delivered in 1916. By 
that time, Mr. Root had served 
as Secretary of War and then 


wt aé Secretary of State by appointment of President Theo- 


doré Roosevelt. He had been elected to the United States 
Senate from the largest State in the union and held a po- 
sition of esteem in the councils of the Republican party 
and business groups of Ameri¢a. Said Mr. Root: 

The real difficulty appears to be that the new con- 
ditions incident to the extraofdinary industrial devel- 
opment of the last half-century are continuously and 
progressively demanding the readjustment of the re- 
lations between great bodies*of men and the estab- 
lishment of new legal rights and obligations not con- 
templated when existing laws were passed or existing 
limitations upon the powers of government were pre- 


+ Scribed in our Constitution. 


In place of the old individual independence of life in 
~ which every intelligent and healthy citizen was com- 

petent to take care of himself and his family we have 
_come to a high degree of interdependence in which the 

: greater. part of our people Wave to rely for all the 

necessities. of. life upon the systematized cooperation 

. Of a vast number of other men working through com- 

plicated industrial and commercial machinery. 

-Instead-of the completeness of individual effort 
working out its own 'results'in obtaining food and 
clothing and shelter’ we have'specialization and divi- 
sion of labor which leaves each individual unable to 
apply higadustry and intelligence except in coopera: 
tion witha great number of others whose activity con- 
joined tovhis is necessary to produce any useful result. 

the give and take of free individual con- 
tract, the tremendous: power of organization has com. — 
bined: great aggregations of capital in enormous in- 
dustrial establishments working through vast agen- 
cies of commerce and employing great masses of men 
in movements of production and transportation and 

.. trade, so great in the rnass that each individual. con- 

- cerned i in thes is quite helpless by himself. 

The relation between thé employer and the em- 
ployed, between the owners of aggregated capital and 
the units of organized labor: between the small pro- 
ducer, the mall tradet, the consumer, and the great 
transporting: “aid manufacturir and distributing 
agencies, all’ present.new questions for the solution of 

. which the old“reliance upon: the free action of indi- 


~~ vidual Wills.appears quite ittadequate. 


_ #imd-in many directions the intervention of that or- 
ganized control which we call government seems 
necessary to produce the same result of justice and 
right conduct which obtained through the attrition of 
individuals before the new conditions arose. 


LABOR’S JUST 


The foregoing statement was 
a remarkably prophetic exposi- 
tion of the major problems of 


RIGHTS MUST 
BE RESPECTED America in 1937. I had not read 
it when I wrote on this page 


three weeks ago an article entitled, “New Capitalism,” 
and it is gratifying to find corroboration in the words of 
so conservative a statesman as Mr. Root. He did not fail 
to perceive that new responsibilities have been imposed 
upon government only because our economic system can- 
not be run without traffic lights or traffic police. 

-My criticism of the National Association of Manufac- 


turers is that their resolutions and speeches do not pene- 


trate the real difficulties of a democratic system of gOv- 
ernment. It is easy enough to proclaim general princi- 
ples about the rights of workmen to be free to organize 
“without coercion from any source,” but it is disconcerting 
to find business men making proposals virtually to para- 
lyze the operations of the National Labor Relations Act. 
However mistaken some of the rulings of the Labor 
Board may have been, corrective processes will come from 
a vigilant public opinion and future decisions of the Su- 
preme Court on concrete issues. 
without employer interference is here to stay. 

Amendments to the Wagner law there should be but not 
amendments that permit employers to interfere directly 
or indirectly with the right of workers to identify them- 
selves with national unions. 

Will the business men ever learn that the right of 
unionization itself is unilateral and hence none of the em- 
ployer’s affair? If workmen wish to choose “racketeers” 
for their representatives or prefer to be exploited, is it the 
employer's responsibility? Is he their guardian? De- 
mocracy is not a counsel of perfection but responsible la- 
bor leaders will emerge when the men themselves have a 
chance to bring discipline to their own ranks. Friction 


Collective bargaining 


TOWARD THE MIDDLE 


Business Should Accept. Reasonable. Intervention by Government—Manufacturers in Their 
Speeches Last Week Asked For “Confidence” and a Removal of Uncertainty But Did Not 


Themselves Present a Policy. of Realis ain World Trade or Labor ort 


v 


in the meantime is the price we pay for democracy. In- 
telligent action, on the other hand, by employers should 
create a faith among employees tending materially to 
diminish such friction. 

One of the reports of the National Association of Man- 
ufacturers urges that the best way to handle labor disputes 


. On wages, hours and working conditions is by di- 


rect negotiation between the employers and their own 
employees. British business men have been alert to 
see the fallacy in that argument. Does anybody think a 
committee of workmen dealing directly with an employer 
is as effective as a committee whose component members 
do not have to fear loss of job or discrimination if they 
talk perhaps too vehemently to the boss? 


FAIRNESS IN 


We shall make greater prog: 
ress toward labor stability in 
America when we accord labor- 


PURPOSE OF 
WAGNER ACT ing men the same right to be rep- 
resented by attorneys of their 


own choosing that the executives of our employer busi- 
nesses demand when they conduct intricate negotiations 
in the various fields of their far-flung operations. Recog:- 
nition of unions ought never to be the issue. The wise 


exercise of: economic power by unions already recognized 


ought really to-be the paramount consideration. 
We have come quite a distance since the days when 


corporations were permitted to combine or pool their in- 


terests in ‘such. a way as to freeze out competition. We 
have by our anti-monopoly laws defined “restraint of 
trade.” Local labor unions operating together under 
a national executive body wield virtually monopolistic 
power. Such power must be subject to reasonable re- 
straints by government and by public opinion. 

Courts nowadays define the extent to which economic 
boycott and picketing may be practiced. So also is it 
the function of government to interpose by law methods 
whereby collective bargaining power shall not willfully 


cause interruptions to the productive processes of a na: 


tion. 


Is this a limitation on the right to strike? Certainly it 
is, and the most enlightened labor group in America— 
the railroad brotherhoods—have accepted virtually such 
a limitation ih the National Mediation Act. If the 
business men in New York last week could have been per- 
suaded to cease writing platitudes against unionization, 
and had not only conceded ungrudgingly the principle of 
the Wagner Act but had condemned any employer who 
tries to set up and dominate a union or to intimidate his 
workmen against affiliation with an outside union, we 
would be further ahead today. This is what is meant by 
turning toward the middle—a concession on a fundamen- 
tal American concept of fairness. 


CLOCK SET 


Another mistake made by the 
manufacturers was on the tariff. 
Reciprocal trade agreements have 


BACK ON 
TARIFF ISSUE from the beginning been en- 
dorsed in these columns as a step 
in the direction of world peace and economic recovery. 
The manufacturers last week set the clock back for them- 
selves by their resolution condemning reciprocity. They 
are still as hidebound on the tariff as they were forty to 
fifty years ago. 

Such an attitude is discouraging to progress. It is un- 
realistic. It ignores the political power of the masses of 
our people who will not brook special privilege tariffs and 
a refusal to enlarge world trade. The real way to.dimin- 
ish unemployment and dictatorships is to increase the 
total volume of transactions—to increase production—in 
terms of world consumption and world purchasing power. 
The appeal which Lewis Douglas, former Director of the 
Budget under the Roosevelt Administration, has made 
(printed on page 10) should be taken to heart by all busi- 
ness men. It points the way to an avoidance of fascism. 

Business men denounce fascism—and the N. A. M. did 
it last week—but they preach self-containment and de- 
pendence on.a domestic economy which they do not yet 
realize is but the seed of economic nationalism from which 
fascism sprouts into the full bloom of regimentation. 

Will the business men concede a point now and then 
and turn, if not toward the left, at least toward the ‘“‘mid- 
dle”? It is time for the business men to focus the search- 
light of scrutiny upon their own policies and acts. It is 
time for them to look into their own hearts and ask them- 
selves whether in an effort to achieve an equilibrium they, 
too, do not have a grave responsibility to inspire the work- 
ers and the common people with “confidence” in their fair- 
ness and their realism. 
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